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Section 1303 of the Housing and Community Devel-

opment Act of 1992 (12 U.S.C. 4502) is amended—

(1) by striking “an enterprise” each place such
term appears (except in paragraphs (4), (13)(A),
and (18)) and inserting “‘a regulated entity’’;

(2) by striking “the enterprise” each place such
term appears (except in paragraphs (4) and (18))
and inserting “the regulated entity”’;

(3) in paragraph (5), by striking “Office of
Federal Housing Enterprise Oversight of the De-
partment of Housing and Urban Development” and
inserting ““‘Federal Housing Finance Agency’’;

(4) in each of paragraphs (8), (9), (10), and
(19), by striking “Secretary’” each place that term

appears and inserting “Director’’;
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“, with re-

(5) in paragraph (13), by inserting
spect to an enterprise,” after “means’’;

(6) by redesignating paragraphs (16) through
(19) as paragraphs (20) through (23), respectively;

(7) by striking paragraphs (14) and (15) and
mserting the following new paragraphs:

“(18) REGULATED ENTITY.—The term ‘regu-
lated entity’ means—

“(A) the Federal National Mortgage Asso-
clation and any affiliate thereof;

“(B) the Federal Home Loan Mortgage
Corporation and any affiliate thereof; and

“(C) each Federal home loan bank.

“(19) REGULATED ENTITY-AFFILIATED
PARTY.—The term ‘regulated entity-affiliated party’
means—

“(A) any director, officer, employee, or
controlling stockholder of, or agent for, a regu-
lated entity;

“(B) any shareholder, affiliate, consultant,
or joint venture partner of a regulated entity,
and any other person, as determined by the Di-
rector (by regulation or on a case-by-case basis)
that participates in the conduct of the affairs of

a regulated entity; and

(319771120)
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5}
“(C) any independent contractor for a reg-
ulated entity (including any attorney, appraiser,
or accountant); and
“(D) any not-for-profit corporation that re-
ceives its principal funding, on an ongoing
basis, from any regulated entity.”;

(8) by redesignating paragraphs (8) through
(13) as paragraphs (12) through (17), respectively;
and

(9) by inserting after paragraph (7) the fol-
lowing new paragraph:

“(11) FEDERAL HOME LOAN BANK.—The term
‘Federal home loan bank’ means a bank established
under the authority of the KFederal Home Loan
Bank Act.”;

(10) by redesignating paragraphs (2) through
(7) as paragraphs (5) through (10), respectively;
and

(11) by inserting after paragraph (1) the fol-
lowing new paragraphs:

“(2) AGENCY.—The term ‘Agency’ means the

Federal Housing Finance Agency.

“(3) AUTHORIZING STATUTES.—The term ‘au-

thorizing statutes” means—

(319771120)
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1 “(A) the Federal National Mortgage Asso-
2 ciation Charter Act;
3 “(B) the Federal Home Loan Mortgage
4 Corporation Act; and
5 “(C) the Federal Home Loan Bank Act.
6 “(4) BOARD.—The term ‘Board’ means the
7 Housing Finance Oversight Board established under
8 section 1313B.7.
o TITLE I—REFORM OF REGULA-
10 TION OF ENTERPRISES AND
11 FEDERAL HOME LOAN BANKS
12 Subtitle A—Improvement of Safety
13 and Soundness
14 SEC. 101. ESTABLISHMENT OF THE FEDERAL HOUSING FI-
15 NANCE AGENCY.
16 (a) IN GENERAL.—The Housing and Community De-
17 velopment Act of 1992 (12 U.S.C. 4501 et seq.) is amend-
18 ed by striking sections 1311 and 1312 and inserting the
19 following:
20 “SEC. 1311. ESTABLISHMENT OF THE FEDERAL HOUSING
_ 21 FINANCE AGENCY.
% 22 “(a) ESTABLISHMENT.—There 1s established the
é 23 Federal Housing Finance Agency, which shall be an inde-
% 24 pendent agency of the Federal Government.
FAV9\052305\052305.502  (319771I20)
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“(b) GENERAL SUPERVISORY AND REGULATORY AU-

THORITY.—

“(1) IN GENERAL.—Each regulated entity shall,
to the extent provided in this title, be subject to the
supervision and regulation of the Agency.

“(2) AUTHORITY OVER FANNIE MAE, FREDDIE
MAC, AND FEDERAL HOME LOAN BANKS.—The Di-
rector of the Federal Housing Finance Agency shall
have general supervisory and regulatory authority
over each regulated entity and shall exercise such
eeneral regulatory authority, including such duties
and authorities set forth under section 1313 of this
Act, to ensure that the purposes of this Act, the au-
thorizing statutes, and any other applicable law are
carried out.

“(e) SAVINGS PROVISION.—The authority of the Di-

rector to take actions under subtitles B and C shall not
iIn any way limit the general supervisory and regulatory
authority eranted to the Director.

“SEC. 1312. DIRECTOR.

“(a) ESTABLISHMENT OF POSITION.—There is estab-

lished the position of the Director of the Federal Housing

Finance Agency, who shall be the head of the Agency.

“(b) APPOINTMENT; TERM.—

(319771120)
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“(1) APPOINTMENT.—The Director shall be ap-
pointed by the President, by and with the advice and
consent of the Senate, from among individuals who
are citizens of the United States, have a dem-
onstrated understanding of financial management or
oversicht, and have a demonstrated understanding
of capital markets, including the morteage securities
markets and housing finance.

“(2) TERM AND REMOVAL.—The Director shall
be appointed for a term of 5 years and may be re-
moved by the President only for cause.

“(3) VAacaNCY.—A vacancy in the position of
Director that occurs before the expiration of the
term for which a Director was appointed shall be
filled in the manner established under paragraph
(1), and the Director appointed to fill such vacancy
shall be appointed only for the remainder of such
term.

“(4) SERVICE AFTER END OF TERM.—An indi-
vidual may serve as the Director after the expiration
of the term for which appointed until a successor
has been appointed.

“(5)  TRANSITIONAL  PROVISION.—Notwith-
standing paragraphs (1) and (2), the Director of the

Office of Federal Housing Enterprise Oversight of

(319771120)
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the Department of Housing and Urban Development
shall serve as the Director until a successor has been
appointed under paragraph (1).

“(¢) DEPUTY DIRECTOR OF THE DIVISION OF EN-

TERPRISE REGULATION.—

“(1) IN GENERAL.—The Agency shall have a
Deputy Director of the Division of Enterprise Regu-
lation, who shall be appointed by the Director from
among individuals who are citizens of the United
States, have a demonstrated understanding of finan-
cial management or oversight and of mortgage secu-
rities markets and housing finance.

“(2) FUNCTIONS.

The Deputy Director of the
Division of Enterprise Regulation shall have such
functions, powers, and duties with respect to the
oversight of the enterprises as the Director shall pre-
sceribe.

“(d) DEPUTY DIRECTOR OF THE DIVISION OF FED-

ERAL HOME 1LOAN BANK REGULATION.—

“(1) IN GENERAL.—The Agency shall have a
Deputy Director of the Division of Federal Home
Loan Bank Regulation, who shall be appointed by
the Director from among individuals who are citi-
zens of the United States, have a demonstrated un-

derstanding of financial management or oversight

(319771120)
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and of the Federal IHome Loan Bank System and

housing finance.

“(2) FuncTioNs.—The Deputy Director of the
Division of Federal IHome Loan Bank Regulation
shall have such functions, powers, and duties with
respect to the oversight of the Federal home loan
banks as the Director shall prescribe.

“(e) DEPUTY DIRECTOR FOR HOUSING.—

“(1) IN GENERAL.—The Agency shall have a
Deputy Director for Housing, who shall be ap-
pointed by the Director from among individuals who
are citizens of the United States, and have a dem-
onstrated understanding of the housing markets and
housing finance.

“(2) FuNcTIONS.—The Deputy Director for

Housing shall have such functions, powers, and du-
ties with respect to the oversight of the housing mis-
sion and goals of the enterprises, and with respect
to oversight of the housing mission of the Kederal
home loan banks, as the Director shall prescribe.

“(f) LiMITATIONS.—The Director and each of the

22 Deputy Directors may not—

23
24
25

“(1) have any direct or indirect financial inter-
est in any regulated entity or regulated entity-affili-

ated party;

(319771120)
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“(2) hold any office, position, or employment in
any regulated entity or regulated entity-affiliated
party; or

“(3) have served as an executive officer or di-
rector of any regulated entity, or regulated entity-af-
fihated party, at any time during the 3-year period
ending on the date of appointment of such individual
as Director or Deputy Director.”.

(b) APPOINTMENT OF DIRECTOR.—Notwithstanding
any other provision of law or of this Act, the President
may, any time after the date of the enactment of this Act,
appoint an individual to serve as the Director of the Fed-
eral Housing Finance Agency, as such office is established
by the amendment made by subsection (a). This sub-
section shall take effect on the date of the enactment of
this Act.

SEC. 102. DUTIES AND AUTHORITIES OF DIRECTOR.

(a) IN GENERAL.—The Housing and Community De-
velopment Act of 1992 (12 U.S.C. 4513) is amended by
striking section 1313 and inserting the following new sec-
tions:

“SEC. 1313. DUTIES AND AUTHORITIES OF DIRECTOR.

“(a) DUTIES.

! ITIES. he principal duties
“(1) PrINCIPAL DUTIES.—The p pal dut

of the Director shall be—

F:\V9\052305\052305.502 (319771120)
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“(A) to oversee the operations of each reg-

ulated entity; and

(319771120)

“(B) to ensure that—

“(1) each regulated entity operates in
a safe and sound manner, including main-
tenance of adequate capital and internal
controls;

“(i1) the operations and activities of
each regulated entity foster liqud, effi-
cient, competitive, and resilient national
housing finance markets that minimize the
cost of housing finance (including activities
relating to mortgages on housing for low-
and moderate- income families involving a
reasonable economic return that may be
less than the return earned on other activi-
ties);

“(i11) each regulated entity complies
with this title and the rules, regulations,
ouidelines, and orders issued under this
title and the authorizing statutes; and

“(iv) each regulated entity carries out
its statutory mission only through activi-
ties that are consistent with this title and

the authorizing statutes.
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1 “(2) SCoPE OF AUTHORITY.—The authority of
2 the Director shall include the authority—
3 “(A) to review and, if warranted based on
4 the principal duties described in paragraph (1),
5 reject any acquisition or transfer of a control-
6 ling interest in an enterprise; and
7 “(B) to exercise such incidental powers as
8 may be necessary or appropriate to fulfill the
9 duties and responsibilities of the Director in the
10 supervision and regulation of each regulated en-
11 tity.
12 “(b) DELEGATION OF AUTHORITY.—The Director
13 may delegate to officers or employees of the Agency, in-
14 cluding each of the Deputy Directors, any of the functions,
15 powers, or duties of the Director, as the Director considers
16 appropriate.
17 “(¢) LITIGATION AUTHORITY.—
18 “(1) IN GENERAL.—In enforcing any provision
19 of this title, any regulation or order prescribed under
20 this title, or any other provision of law, rule, regula-
_ 21 tion, or order, or in any other action, suit, or pro-
% 22 ceeding to which the Director is a party or in which
% 23 the Director is interested, and in the administration
% 24 of conservatorships and receiverships, the Director
FAVO\052305\052305.502  (319771120)
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1 may act in the Director’s own name and through the
2 Director’s own attorneys.

3 “(2) SUBJECT TO SUIT.—Except as otherwise
4 provided by law, the Director shall be subject to suit
5 (other than suits on claims for money damages) by
6 a regulated entity or director or officer thereof with
7 respect to any matter under this title or any other
8 applicable provision of law, rule, order, or regulation
9 under this title, in the United States district court
10 for the judicial district in which the regulated entity
11 has its principal place of business, or in the United
12 States District Court for the District of Columbia,
13 and the Director may be served with process in the
14 manner prescribed by the Federal Rules of Civil
15 Procedure.
16 “SEC. 1313A. PRUDENTIAL MANAGEMENT AND OPERATIONS
17 STANDARDS.
18 “(a) STANDARDS.—The Director shall establish

19 standards, by regulation, guideline, or order, for each reg-

20 ulated entity relating to—

_ 21 “(1) adequacy of internal controls and informa-
% 22 tion systems taking into account the nature and
% 23 scale of business operations;
% 24 “(2) independence and adequacy of internal
— 25 audit systems;

F:\V9\052305\052305.502 (319771120)
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“(3) management of credit and counterparty
risk, including systems to identify concentrations of
credit risk and prudential limits to restrict exposure
of the regulated entity to a single counterparty or
oroups of related counterparties;

“(4) management of interest rate risk exposure;

“(5) management of market risk, including
standards that provide for systems that accurately
measure, monitor, and control market risks and, as
warranted, that establish limitations on market risk;

“(6) adequacy and maintenance of liquidity and
reserves;

“(7) management of any asset and investment
portfolio;

“(8) investments and acquisitions by a regu-
lated entity, to ensure that they are consistent with
the purposes of this Act and the authorizing stat-
utes;

“(9) maintenance of adequate records, in ac-
cordance with consistent accounting policies and
practices that enable the Director to evaluate the fi-
nancial condition of the regulated entity;

“(10) issuance of subordinated debt by that
particular regulated entity, as the Director considers

necessary;

(319771120)
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“(11) overall risk management processes, in-
cluding adequacy of oversight by senior management
and the board of directors and of processes and poli-
cies to identify, measure, monitor, and control mate-
rial risks, including reputational risks, and for ade-
quate, well-tested business resumption plans for all
major systems with remote site facilities to protect
against disruptive events; and

“(12) such other operational and management
standards as the Director determines to be appro-
priate.

“(b) FAILURE TO MEET STANDARDS.—

“(1) PLAN REQUIREMENT.—

“(A) IN GENERAL.—If the Director deter-
mines that a regulated entity fails to meet any
standard established under subsection (a)—

“(1) 1f such standard is established by
regulation, the Director shall require the
regulated entity to submit an acceptable
plan to the Director within the time al-
lowed under subparagraph (C); and

“(11) if such standard is established by
cuideline, the Director may require the
regulated entity to submit a plan described

n clause (1).

(319771120)



FAPCC\GSE109\MGRAMDFC_001.XML H.L.C.

O o0 N N D Bk W =

O TN NG I N T NG I NG R NS B N e T e e T e T e e T
b A W D= O 0 NN NN R, WD = O

F:\V9\052305\052305.502
May 23, 2005

17

“(B) CONTENTS.—Any plan required
under subparagraph (A) shall specify the ac-
tions that the regulated entity will take to cor-
rect the deficiency. If the regulated entity is
undercapitalized, the plan may be a part of the
capital restoration plan for the regulated entity
under section 1369C.

“(C) DEADLINES FOR SUBMISSION AND
REVIEW.—The Director shall by regulation es-
tablish deadlines that—

“(1) provide the regulated entities with
reasonable time to submit plans required
under subparagraph (A), and generally re-
quire a regulated entity to submit a plan
not later than 30 days after the Director
determines that the entity fails to meet
any standard established under subsection
(a); and

“(1) require the Director to act on
plans expeditiously, and generally not later
than 30 days after the plan is submitted.

“(2) REQUIRED ORDER UPON FAILURE TO SUB-
MIT OR IMPLEMENT PLAN.—If a regulated entity
fails to submit an acceptable plan within the time al-

lowed under paragraph (1)(C), or fails in any mate-

(319771120)
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rial respect to implement a plan accepted by the Di-
rector, the following shall apply:

“(A) REQUIRED CORRECTION OF DEFI-
CIENCY.—The Director shall, by order, require
the regulated entity to correct the deficiency.

“(B) OTHER AUTHORITY.—The Director
may, by order, take one or more of the fol-
lowing actions until the deficiency is corrected:

“(1) Prohibit the regulated entity from
permitting its average total assets (as such
term is defined in section 1316(b)) during
any calendar quarter to exceed its average
total assets during the preceding calendar
quarter, or restrict the rate at which the
average total assets of the entity may in-
crease from one calendar quarter to an-
other.

“(i1) Require the regulated entity—

“(I) in the case of an enterprise,
to increase its ratio of core capital to
assets.

“(II) 1n the case of a Federal
home loan bank, to increase its ratio
of total capital (as such term is de-

fined 1n section 6(a)(5) of the Federal

(319771120)
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19
Home Lioan Bank Act (12 U.S.C.

1426(a)(5)) to assets.

“(ii1) Require the regulated entity to
take any other action that the Director de-
termines will better carry out the purposes
of this section than any of the actions de-
scribed in this subparagraph

“(3) MANDATORY RESTRICTIONS.—In com-

plving with paragraph (2), the Director shall take
one or more of the actions described in clauses (1)
through (ii1) of paragraph (2)(B) if—

“(A) the Director determines that the reg-
ulated entity fails to meet any standard pre-
scribed under subsection (a);

“(B) the regulated entity has not corrected
the deficiency; and

“(C) during the 18-month period before
the date on which the regulated entity first
failed to meet the standard, the entity under-
went extraordinary growth, as defined by the
Director.

“(¢) OTHER ENFORCEMENT AUTHORITY NOT AF-

23 FECTED.—The authority of the Director under this sec-

24 tion is in addition to any other authority of the Director.”.

(319771120)
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1 (b) INDEPENDENCE IN CONGRESSIONAL TESTIMONY
2 AND RECOMMENDATIONS.—Section 111 of Public Law
3 93-495 (12 U.S.C. 250) is amended by striking “‘the Fed-
4 eral Housing Finance Board” and inserting “‘the Director
5 of the Federal Housing Finance Agency’.
6 SEC. 103. HOUSING FINANCE OVERSIGHT BOARD.
7 (a) IN GENERAL.—Title XIIT of the Housing and
8 Community Development Act of 1992 (12 U.S.C. 4501 et
9 seq.) is amended by inserting after section 1313A, as
10 added by section 102 of this Act, the following new sec-
11 tion:
12 “SEC. 1313B. HOUSING FINANCE OVERSIGHT BOARD.
13 “(a) IN GENERAL.—There is established the Housing
14 Finance Oversight Board.
15 “(b) DUTIES.—
16 “(1) IN GENERAL.—The Board shall advise the
17 Director with respect to overall strategies and poli-
18 cies In carrying out the duties of the Director under
19 this title, at the request of the Director and at the
20 initiative of the Board, and shall carry out such
_ 21 functions as otherwise provided by law.
% 22 “(2) LomrtrATION.—The Director may not dele-
é 23 cate to the Board any of the functions, powers, or
% 24 duties of the Director.
F:V9\052305\052305.502  (319771I20)
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1 “(¢) CoMPOSITION.—The Board shall be comprised
2 of 5 members, as follows:
3 “(1) One member shall be the Director, who
4 shall serve as the Chairperson of the Board.
5 “(2) One member shall be the Secretary of the
6 Treasury or the designee of the Secretary.
7 “(3) One member shall be the Secretary of
8 Housing and Urban Development or the designee of
9 the Secretary.
10 “(4) Two members shall be appointed by the
11 President, by and with the advice and consent of the
12 Senate, who shall include—
13 “(A) one individual who has extensive ex-
14 perience and expertise in the capital markets
15 (including debt markets), the secondary mort-
16 cage market, and mortgage-backed securities;
17 and
18 “(B) one individual who has extensive ex-
19 perience and expertise in mortgage finance (in-
20 cluding single family and multifamily housing
_ 21 mortgage finance), development of affordable
% 22 housing, and economic development and revital-
é 23 ization.
% 24 “(d) TERMS AND VACANCIES.—
F:V9\052305\052305.502  (319771I20)
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“(1) TERMS.

Each member of the Board pur-
suant to paragraph (4) shall be appointed for a term
of 3 years, and may be removed by the President
only for cause.

“(2) VACANCIES.

A member of the Board ap-
pointed to fill a vacancy occurring before the expira-
tion of the term for which the member’s predecessor
was appointed shall be appointed only for the re-
mainder of that term. A member of the Board may
serve after the expiration of the member’s term until
a successor has been appointed.

“(e) PROHIBITION OF ADDITIONAL COMPENSA-

TION.—Notwithstanding any other provision of law, mem-
bers of Board pursuant to paragraphs (1), (2), and (3)
shall not receive additional compensation by reason of

service on the Board.

“(f) LiMITATIONS.—Each member of the Board may

not—

“(1) have any direct or indirect financial inter-
est in any regulated entity or regulated entity-affili-
ated party; or

“(2) hold any office, position, or employment in
any regulated entity or regulated entity-affiliated
party.

“(o) FuLL-TIME MEMBERS AND STAFF.—
te)
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“(1) FuLL-TIME MEMBERS.—The members of
the Board pursuant to subsection (¢)(4) shall serve
on a full-time basis.

“(2) STAFF.—The staff of the Board shall be
appointed subject to the provisions of title 5, United
States Code, governing appointments in the competi-
tive service, and shall be paid in accordance with the
provisions of chapter 51 and subchapter III of chap-
ter 53 of that title relating to classification and Gen-
eral Schedule pay rates, except that each member of
the Board pursuant to paragraph (4) may appoint
one staff member without regard to the such prowvi-
sions governing appointments in the competitive
service and such staff members may be paid by the
Board without regard to the such provisions relating
to classification and General Schedule pay rates.

“(h) MEETINGS.

“(1) IN GENERAL.—The Board shall meet upon
notice by the Director, but in no event shall the
Board meet less frequently than once every 3
months.

“(2) SPECIAL MEETINGS.

Any member of the
Board may, upon giving written notice to the Direc-

tor, require a special meeting of the Board, which

(319771120)
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shall be convened by the Director within 30 days
after such notice.

“(1) TESTIMONY.—On an annual basis, the Board

4 shall testify before Congress regarding—

5

O o0 3 O

10
11
12
13
14
15
16
17
18
19
20

“(1) the safety and soundness of the regulated
entities;

“(2) any material deficiencies in the conduct of
the operations of the regulated entities;

“(3) the overall operational status of the regu-
lated entities;

“(4) an evaluation of the performance of the
regulated entities in carrying out their respective
missions;

“(5) operations, resources, and performance of
the Agency and the Board; and

“(6) such other matters relating to the Agency,
the Board, and the regulated entities, and their ful-
fillment of their missions, as the Board determines

appropriate.

“() Costs.—Costs of the Board, including staff,

21 shall be paid by the Agency as a cost and expense of the

22 Agency.

23

“(k) EXEMPTION.—Notwithstanding any other provi-

24 sion of law, the provisions of section 552b of title 5,

25 United States Code, shall not apply to the Board.”.

(319771120)
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(b) ANNUAL REPORT OF THE DIRECTOR.—Section

end;

1319B(a) of the Housing and Community Development
Act of 1992 (12 U.S.C. 4521 (a)) 1s amended—

(1) in paragraph (3), by striking “and” at the
and

(2) by striking paragraph (4) and inserting the

following new paragraphs:

to—

“(4) an assessment of the Board with respect

“(A) the safety and soundness of the regu-
lated entities;

“(B) any material deficiencies in the con-
duct of the operations of the regulated entities;

“(C) the overall operational status of the
regulated entities;

“(D) an evaluation of the performance of
the regulated entities in carrying out their mis-
sions, Including compliance of the enterprises
with the housing goals under subpart B of part
2 of this subtitle and compliance of the Federal
home loan banks with the community invest-
ment and affordable housing programs under
subsections (1) and (j) of section 10 of the Fed-

eral Home Loan Bank Act;
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“(E) an evaluation of the performance of
the Agency in fulfilling its duties and respon-
sibilities under law; and

“(F) such other matters relating to the
Board and the fulfillment of its duties as the
Board considers appropriate;

“(5) operations, resources, and performance of

the Agency; and

“(6) such other matters relating to the Agency

and 1ts fulfillment of its mission.” .

SEC. 104. AUTHORITY TO REQUIRE REPORTS BY REGU-

LATED ENTITIES.

Section 1314 of the Housing and Community Devel-

14 opment Act of 1992 (12 U.S.C. 4514) is amended—

15
16
17
18
19
20
21
22
23
24
25

(1) in the section heading, by striking “ENTER-

PRISES” and inserting “REGULATED ENTITIES’;

(2) in subsection (a)—

(A) in the subsection heading, by striking
“Special Reports and Reports of Financial Con-
dition” and inserting ‘“‘Regular and Special Re-
ports’’;

(B) in paragraph (1)—

(1) in the paragraph heading, by strik-
ing “FINANCIAL CONDITION” and inserting

“REGULAR REPORTS”; and

(319771120)
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| (i) by striking “‘reports of financial
2 condition and operations” and inserting
3 “regular reports on the condition (includ-
4 ing financial condition), management, ac-
5 tivities, or operations of the regulated enti-
6 ty, as the Director considers appropriate’;
7 and

8 (C) in paragraph (2), after “submit special
9 reports”” insert “on any of the topies specified
10 in paragraph (1) or such other topics”; and
11 (3) by adding at the end the following new sub-
12 section:
13 “(¢) REPORTS OF FRAUDULENT FINANCIAL TRANS-

14 ACTIONS.

The Director shall require a regulated entity
15 to submit to the Director a timely report upon discovery
16 by the regulated entity that it has purchased or sold a
17 fraudulent loan or financial instrument or suspects a pos-
18 sible fraud relating to a purchase or sale of any loan or
19 financial instrument. The Director shall require the regu-
20 lated entities to establish and maintain procedures de-
21 signed to discover any such transactions.”.

22 SEC. 105. ASSESSMENTS.

23 Section 1316 of the Housing and Community Devel-

24 opment Act of 1992 (12 U.S.C. 4516) is amended—

F:\V9\052305\052305.502 (319771120)
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1 (1) by striking subsection (a) and inserting the
2 following new subsection:
3 “(a) ANNUAL ASSESSMENTS.—The Director shall es-
4 tablish and collect from the regulated entities annual as-
5 sessments in an amount not exceeding the amount suffi-
6 cient to provide for reasonable costs and expenses of the
7 Agency, including—
8 “(1) the expenses of any examinations under
9 section 1317 of this Act and under section 20 of the
10 Federal IHome Loan Bank Act;
11 “(2) the expenses of obtaining any reviews and
12 credit assessments under section 1319; and
13 “(3) such amounts in excess of actual expenses
14 for any given year as deemed necessary by the Di-
15 rector to maintain a working capital fund in accord-
16 ance with subsection (e).”;
17 (2) in subsection (b)—
18 (A) in the subsection heading, by striking
19 “ENTERPRISES” and inserting “REGULATED
20 ENTITIES” ;
_ 21 (B) by realigning paragraph (2) two ems
% 22 from the left margin, so as to align the left
% 23 margin of such paragraph with the left margins
% 24 of paragraph (1);
% 25 (C) in paragraph (1)—
F:V9\052305\052305.502  (319771I20)
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(i) by striking “Each enterprise” and
inserting ‘“‘Each regulated entity’’;

(ii) by striking “‘each enterprise” and
inserting ‘“‘each regulated entity’’; and

(ii1) by striking “both enterprises”
and inserting “all of the regulated enti-
ties”; and
(D) in paragraph (3)—

(i) in subparagraph (B), by striking
“subparagraph (A)” and inserting “clause
1)

(i) by redesignating subparagraphs
(A), (B), and (C) as clauses (i), (ii) and
(i1), respectively, and realigning such
clauses, as so redesignated, so as to be in-
dented 6 ems from the left margin;

(ii1) by striking the matter that pre-
cedes clause (1), as so redesignated, and in-

serting the following:

“(3) DEFINITION OF TOTAL ASSETS.—For pur-
poses of this section, the term ‘total assets’ means
as follows:

“(A) ENTERPRISES.

With respect to an

enterprise, the sum of—""; and

(319771120)
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(iv) by adding at the end the following

new subparagraph:

“(B) FEDERAL HOME LOAN BANKS.—With
respect to a Federal home loan bank, the total
assets of the Bank, as determined by the Direc-
tor in accordance with generally accepted ac-
counting principles.”.

(3) by striking subsection (¢) and inserting the
following new subsection:;

“(¢) INCREASED COSTS OF REGULATION.—

“(1) INCREASE FOR INADEQUATE CAPITALIZA-
TION.—The semiannual payments made pursuant to
subsection (b) by any regulated entity that is not
classified (for purposes of subtitle B) as adequately
capitalized may be increased, as necessary, in the
discretion of the Director to pay additional esti-
mated costs of regulation of the regulated entity.

“(2) ADJUSTMENT FOR ENFORCEMENT ACTIVI-

TIES.

The Director may adjust the amounts of any
semiannual assessments for an assessment under
subsection (a) that are to be paid pursuant to sub-
section (b) by a regulated entity, as necessary in the
discretion of the Director, to ensure that the costs

of enforcement activities under subtitle B and C for

(319771120)
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a regulated entity are borne only by such regulated
entity.

“(3) ADDITIONAL ASSESSMENT FOR DEFI-
CIENCIES.—If at any time, as a result of increased
costs of regulation of a regulated entity that is not
classified (for purposes of subtitle B) as adequately
captitalized or as the result of supervisory or en-
forcement activities under subtitle B or C for a reg-
ulated entity, the amount available from any semi-
annual payment made by such regulated entity pur-
suant to subsection (b) 1s insufficient to cover the
costs of the Agency with respect to such entity, the
Director may make and collect from such regulated
entity an immediate assessment to cover the amount
of such deficiency for the semiannual period. If, at
the end of any semiannual period during which such
an assessment is made, any amount remains from
such assessment, such remaining amount shall be
deducted from the assessment for such regulated en-
tity for the following semiannual period.”.

(4) in subsection (d), by striking “If”” and in-
serting “KExcept with respect to amounts collected
pursuant to subsection (a)(3), if”’; and

(5) by striking subsections (e) through (g) and

mserting the following new subsections:

(319771120)
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“(e) WORKING CAPITAL FUND.—At the end of each

year for which an assessment under this section is made,
the Director shall remit to each regulated entity any
amount of assessment collected from such regulated entity
that 1s attributable to subsection (a)(3) and 1S In excess
of the amount the Director deems necessary to maintain

a working capital fund.

“(f) TREATMENT OF ASSESSMENTS.

“(1) DrprosIT.—Amounts received by the Di-
rector from assessments under this section may be
deposited by the Director in the manner provided in
section H234 of the Revised Statutes (12 U.S.C.
192) for monies deposited by the Comptroller of the
Jurrency.

“(2) NOT GOVERNMENT FUNDS.—The amounts

received by the Director from any assessment under
this section shall not be construed to be Government
or public funds or appropriated money.

Not-

“(3) NO APPORTIONMENT OF FUNDS.
withstanding any other provision of law, the
amounts received by the Director from any assess-
ment under this section shall not be subject to ap-
portionment for the purpose of chapter 15 of title
31, United States Code, or under any other author-

ity.

(319771120)
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“(4) USE OoF FUNDS.—The Director may use
any amounts received by the Director from assess-
ments under this section for compensation of the Di-
rector and other employees of the Agency and for all
other expenses of the Director and the Agency.
“(5) AVAILABILITY OF OVERSIGHT FUND

AMOUNTS.

Notwithstanding any other provision of
law, any amounts remaining in the Federal Housing
Enterprises Oversight Fund established under this
section (as 1n effect before the effective date under
section 184 of the Federal Housing Finance Reform
Act of 2005), and any amounts remaining from as-
sessments on the Federal Home Loan banks pursu-
ant to section 18(b) of the Federal Home Loan
Bank Act (12 U.S.C. 1438(b)), shall, upon such ef-
fective date, be treated for purposes of this sub-
section as amounts received from assessments under
this section.
“(2) BUDGET AND FINANCIAL MANAGEMENT.—

“(1) FINANCIAL OPERATING PLANS AND FORE-

CASTS.

The Director shall provide to the Director
of the Office of Management and Budget copies of
the Director’s financial operating plans and fore-
casts as prepared by the Director in the ordinary

course of the Agency’s operations, and copies of the

(319771120)
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quarterly reports of the Agency’s financial condition
and results of operations as prepared by the Direc-
tor in the ordinary course of the Agency’s oper-

ations.

“(2) FINANCIAL STATEMENTS.—The Agency
shall prepare annually a statement of assets and li-
abilities and surplus or deficit; a statement of in-

come and expenses; and a statement of sources and

application of funds.

“(3) FINANCIAL MANAGEMENT SYSTEMS.—The
Agency shall implement and maintain financial man-
agement systems that comply substantially with
Federal financial management systems require-
ments, applicable Federal accounting standards, and

that uses a general ledger system that accounts for

activity at the transaction level.

“(4) ASSERTION OF INTERNAL CONTROLS.
The Director shall provide to the Comptroller Gen-
eral an assertion as to the effectiveness of the inter-
nal controls that apply to financial reporting by the
Agency, using the standards established in section
3512 (e) of title 31, United States Code.

“(5) RULE OF CONSTRUCTION.—This sub-
section may not be construed as implying any obliga-

tion on the part of the Director to consult with or

(319771120)
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obtain the consent or approval of the Director of the
Office of Management and Budget with respect to
any reports, plans, forecasts, or other information
referred to in paragraph (1) or any jurisdiction or
oversight over the affairs or operations of the Agen-
cy.

“(h) AUDIT OF AGENCY.—

“(1) IN GENERAL.—The Comptroller General
shall annually audit the financial transactions of the
Agency in accordance with the U.S. generally accept-
ed government auditing standards as may be pre-
sceribed by the Comptroller General of the United
States. The audit shall be conducted at the place or
places where accounts of the Agency are normally
kept. The representatives of the Government Ac-
countability Office shall have access to the personnel
and to all books, accounts, documents, papers,
records (including electronic records), reports, files,
and all other papers, automated data, things, or
property belonging to or under the control of or used
or employed by the Agency pertaining to its financial
transactions and necessary to facilitate the audit,
and such representatives shall be afforded full facili-
ties for verifying transactions with the balances or

securities held by depositaries, fiscal agents, and

(319771120)
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custodians. All such books, accounts, documents,
records, reports, files, papers, and property of the
Agency shall remain in possession and custody of
the Agency. The Comptroller General may obtain
and duplicate any such books, accounts, documents,
records, working papers, automated data and files,
or other information relevant to such audit without
cost to the Comptroller General and the Comptroller
General’s right of access to such information shall
be enforceable pursuant to section 716(c) of title 31,
United States Code.

“(2) REPORT.—The Comptroller General shall
submit to the Congress a report of each annual
audit conducted under this subsection. The report to
the Congress shall set forth the scope of the audit
and shall include the statement of assets and liabil-
ities and surplus or deficit, the statement of income
and expenses, the statement of sources and applica-
tion of funds, and such comments and information
as may be deemed necessary to inform Congress of
the financial operations and condition of the Agency,
together with such recommendations with respect
thereto as the Comptroller General may deem advis-

able. A copy of each report shall be furnished to the

(319771120)
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37
President and to the Agency at the time submitted
to the Congress.

“(3) ASSISTANCE AND COSTS.—For the purpose
of conducting an audit under this subsection, the
Jomptroller General may, in the discretion of the
Comptroller General, employ by contract, without re-
coard to section 5 of title 41, United States Code,
professional services of firms and organizations of
certified public accountants for temporary periods or
for special purposes. Upon the request of the Comp-
troller General, the Director of the Agency shall
transfer to the Government Accountability Office
from funds available, the amount requested by the
Comptroller General to cover the full costs of any
audit and report conducted by the Comptroller Gen-
eral. The Comptroller General shall credit funds
transferred to the account established for salaries
and expenses of the Government Accountability Of-
fice, and such amount shall be available upon receipt
and without fiscal year limitation to cover the full

costs of the audit and report.”.

22 SEC. 106. EXAMINERS AND ACCOUNTANTS.

(a) EXAMINATIONS.—Section 1317 of the Housing

24 and Community Development Act of 1992 (12 U.S.C.

(319771120)
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(1) in subsection (a), by adding after the period

at the end the following: “Each examination under
this subsection of a regulated entity shall include a
review of the procedures required to be established
and maintained by the regulated entity pursuant to
section 1314(c) (relating to fraudulent financial
transactions) and the report regarding each such ex-
amination shall describe any problems with such

procedures maintained by the regulated entity.”’;

(2) m subsection (b)—

(A) by inserting “‘of a regulated entity”
after “‘under this section’; and

(B) by striking “to determine the condition
of an enterprise for the purpose of ensuring its
financial safety and soundness” and inserting

“or appropriate” ; and

(3) in subsection (¢)
(A) in the second sentence, by inserting
« . . . , . SN )
to conduct examinations under this section
before the period; and
(B) in the third sentence, by striking
“from amounts available in the Federal Hous-

ing Enterprises Oversigcht Fund”.

(b) ENHANCED AUTHORITY TO HIRE EXAMINERS

25 AND ACCOUNTANTS.—Section 1317 of the Housing and

(319771120)
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I Community Development Act of 1992 (12 U.S.C. 4517)
2 is amended by adding at the end the following new sub-
3 section:
4 “(g) APPOINTMENT OF ACCOUNTANTS, ECONOMISTS,
5 SPECIALISTS, AND EXAMINERS.
6 “(1) ArpLICABILITY.—This section applies with
7 respect to any position of examiner, accountant, spe-
8 cialist in financial markets, specialist in technology,
9 and economist at the Agency, with respect to super-
10 vision and regulation of the regulated entities, that
11 is in the competitive service.
12 “(2) APPOINTMENT AUTHORITY.—The Director
13 may appoint candidates to any position described in
14 paragraph (1)—
15 “(A) in accordance with the statutes, rules,
16 and regulations governing appointments in the
17 excepted service; and
18 “(B) notwithstanding any statutes, rules,
19 and regulations governing appointments in the
20 competitive service.”.
_ 21 (¢) REPEAL.—Section 20 of the Federal Home Lioan
% 22 Bank Act (12 U.S.C. 1440) is amended—
% 23 (1) in the section heading, by striking “RE-
% 24 PORTS’ and inserting “‘GAO AUDITS";
F:V9\052305\052305.502  (319771I20)
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(2) in the third sentence, by striking ‘‘the
Board and” each place such term appears; and

(3) by striking the first two sentences and in-
serting the following: “The Federal home loan banks
shall be subject to examinations by the Director to
the extent provided in section 1317 of the Federal
Housing Enterprises Financial Safety and Sound-
ness Act of 1992 (12 U.S.C. 4517).”.

SEC. 107. PROHIBITION AND WITHHOLDING OF EXECUTIVE
COMPENSATION.

(a) IN GENERAL.—Section 1318 of the Housing and
Community Development Act of 1992 (12 U.S.C. 4518)
1s amended—

(1) in the section heading, by striking “OF EX-
CESSIVE” and inserting “AND WITHHOLDING OF
EXECUTIVE";

(2) by redesignating subsection (b) as sub-
section (d); and

(3) by inserting after subsection (a) the fol-
lowing new subsections:

“(b) FACTORS.—In making any determination under
subsection (a), the Director may take into consideration
any factors the Director considers relevant, including any
wrongdoing on the part of the executive officer, and such

wrongdoing shall include any fraudulent act or omission,

F:\V9\052305\052305.502 (319771120)
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breach of trust or fiduciary duty, violation of law, rule,
regulation, order, or written agreement, and insider abuse
with respect to the regulated entity. The approval of an
agreement or contract pursuant to section 309(d)(3)(B)
of the Federal National Mortgage Association Charter Act
(12 U.S.C. 1723a(d)(3)(B)) or section 303(h)(2) of the
Federal Home Lioan Mortgage Corporation Act (12 U.S.C.
1452(h)(2)) shall not preclude the Director from making
any subsequent determination under subsection (a).

“(¢) WITHHOLDING OF COMPENSATION.—In car-
rying out subsection (a), the Director may require a regu-
lated entity to withhold any payment, transfer, or dis-
bursement of compensation to an executive officer, or to
place such compensation in an escrow account, during the
review of the reasonableness and comparability of com-
pensation.”.

(b) CONFORMING AMENDMENTS.

(1) FANNIE MAE.—Section 309(d) of the Fed-
eral National Mortgage Association Charter Act (12
U.S.C. 1723a(d)) is amended by adding at the end

the following new paragraph:
“(4) Notwithstanding any other provision of this sec-
tion, the corporation shall not transfer, disburse, or pay
compensation to any executive officer, or enter into an

agreement with such executive officer, without the ap-
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I proval of the Director, for matters being reviewed under
section 1318 of the Federal Housing Enterprises Finan-
cial Safety and Soundness Act of 1992 (12 U.S.C.
4518).”.

(2) FREDDIE MAC.—Section 303(h) of the Fed-

2

3

4

5

6 eral Home Loan Mortgage Corporation Act (12
7 U.S.C. 1452(h)) is amended by adding at the end
8 the following new paragraph:

9 “(4) Notwithstanding any other provision of this sec-
10 tion, the Corporation shall not transfer, disburse, or pay
I1 compensation to any executive officer, or enter into an
12 agreement with such executive officer, without the ap-
13 proval of the Director, for matters being reviewed under
14 section 1318 of the Federal Housing Enterprises Finan-

15 cial Safety and Soundness Act of 1992 (12 U.S.C.
16 4518).”.

17 (3) FEDERAL HOME LOAN BANKS.—Section 7
18 of the Federal Home Loan Bank Aect (12 U.S.C.
19 1427) is amended by adding at the end the following
20 new subsection:

21 “() WITHHOLDING OF COMPENSATION.—Notwith-

22 standing any other provision of this section, a Kederal
23 home loan bank shall not transfer, disburse, or pay com-
24 pensation to any executive officer, or enter into an agree-

25 ment with such executive officer, without the approval of
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the Director, for matters being reviewed under section
1318 of the Federal Housing Enterprises Financial Safety
and Soundness Act of 1992 (12 U.S.C. 4518).”.

SEC. 108. REVIEWS OF REGULATED ENTITIES.

Section 1319 of the Housing and Community Devel-
opment Act of 1992 (12 U.S.C. 4519) is amended—

(1) by striking the section designation and
heading and inserting the following:
“SEC. 1319. REVIEWS OF REGULATED ENTITIES.”; and
(2) by inserting after “‘any entity” the fol-
lowing: “‘that the Director considers appropriate, in-
cluding an entity”’.
SEC. 109. REGULATIONS AND ORDERS.

Section 1319G of the Housing and Community De-

velopment Act of 1992 (12 U.S.C. 4526) is amended—
(1) by striking subsection (a) and inserting the
following new subsection:

“(a) AUTHORITY.—The Director shall issue any reg-
ulations, guidelines, and orders necessary to carry out the
duties of the Director under this title and each of the au-
thorizing statutes to ensure that the purposes of this title
and such Acts are accomplished.”;

(2) in subsection (b), by inserting *, this title,
or any of the authorizing statutes’ after “under this

section’; and
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(3) by striking subsection (c¢).

SEC. 110. RISK-BASED CAPITAL REQUIREMENTS.

(a) IN GENERAL.—Section 1361 of the Housing and

Community Development Act of 1992 (12 U.S.C. 4611)
1s amended to read as follows:

“SEC. 1361. RISK-BASED CAPITAL LEVELS FOR REGULATED

ENTITIES.
“(a) IN GENERAL.—

“(1) ENTERPRISES.

The Director shall, by
regulation, establish risk-based capital requirements
for the enterprises to ensure that the enterprises op-
erate in a safe and sound manner, maintaining suffi-
cient capital and reserves to support the risks that
arise in the operations and management of the en-
terprises.

“(2) FEDERAL HOME LOAN BANKS.—The Di-
rector shall establish risk-based capital standards
under section 6 of the Federal Home lioan Bank
Act for the Federal home loan banks.

“(b) CONFIDENTIALITY OF INFORMATION.—Any per-

son that receives any book, record, or information from
the Director or a regulated entity to enable the risk-based
capital requirements established under this section to be

applied shall—
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| “(1) maintain the confidentiality of the book,
2 record, or information in a manner that is generally
3 consistent with the level of confidentiality established
4 for the material by the Director or the regulated en-
5 tity; and
6 “(2) be exempt from section 552 of title 5,
7 United States Code, with respect to the book,
8 record, or information.
9 “(¢) NO LiMITATION.—Nothing in this section shall
10 Tlimit the authority of the Director to require other reports
I1 or undertakings, or take other action, in furtherance of
12 the responsibilities of the Director under this Act.”.
13 (b) FEDERAL HOME LOAN BANKS RISK-BASED CAP-
14 1rAL.—Section 6(a)(3) of the Federal Home ILoan Bank
15 Act (12 U.S.C. 1426(a)(3)) is amended—
16 (1) by striking subparagraph (A) and inserting
17 the following new subparagraph:
18 “(A) RISK-BASED CAPITAL STANDARDS.—
19 The Director shall, by regulation, establish risk-
20 based capital standards for the Federal home
_ 21 loan banks to ensure that the Federal home
% 22 loan banks operate in a safe and sound manner,
é 23 with sufficient permanent capital and reserves
% 24 to support the risks that arise in the operations
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1 and management of the Federal home loans
2 banks.”; and
3 (2) in subparagraph (B), by striking “(A)(ii)”
4 and inserting “(A)”.
5 SEC. 111. MINIMUM AND CRITICAL CAPITAL LEVELS.
6 (a) MiNn1MUM CAPITAL LEVEL.—Section 1362 of the
7 Housing and Community Development Act of 1992 (12
8 U.S.C.4612) 1s amended—
9 (1) in subsection (a), by striking “IN GEN-

10 ERAL" and inserting “ENTERPRISES” ; and

11 (2) by striking subsection (b) and inserting the
12 following new subsections:

13 “(b) FEDERAL HOME LOAN BANKS.—For purposes

14 of this subtitle, the minimum capital level for each Federal
15 home loan bank shall be the minimum capital required to
16 be maintained to comply with the leverage requirement for
17 the bank established under section 6(a)(2) of the Federal
18 Home Loan Bank Act (12 U.S.C. 1426(a)(2)).

19 “(¢) ESTABLISHMENT OF REVISED MINIMUM CAP-

20 1TAL LEVELS.

Notwithstanding subsections (a) and (b)
21 and notwithstanding the capital classifications of the regu-
22 lated entities, the Director may, by regulations issued
23 under section 1319G(b), establish a minimum capital level
24 for the enterprises, for the Federal home loan banks, or

25 for both the enterprises and the banks, that is higher than
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the level specified in subsection (a) for the enterprises or
the level specified in subsection (b) for the Federal home
loan banks, to the extent needed to ensure that the regu-
lated entities operate in a safe and sound manner.

“(d) AUTHORITY TO REQUIRE TEMPORARY IN-
CREASE.—Notwithstanding subsections (a) and (b) and
any minimum capital level established pursuant to sub-
section (¢), the Director may, by order, increase the min-

imum capital level for a regulated entity for such period

as the Director may provide if the Director
“(1) makes any of the determinations specified
in subparagraphs (A) through (C) of section

1364(c)(1); or

“(2) determines that the regulated entity has
violated any of the prudential management and op-
erations standards established pursuant to section
1313A and, as a result of such violation, is oper-
ating in an unsafe and unsound manner.

“(e) AUTHORITY TO ESTABLISH ADDITIONAL CAP-
ITAL AND RESERVE REQUIREMENTS FOR PARTICULAR
PROGRAMS.—The Director may, at any time by order or
regulation, establish such capital or reserve requirements
with respect to any program or activity of a regulated enti-
ty as the Director considers appropriate to ensure that

the regulated entity operates in a safe and sound manner,
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with sufficient capital and reserves to support the risks
that arise in the operations and management of the regu-

lated entity.

“(f) PERIODIC REVIEW.—The Director shall periodi-

cally review the amount of core capital maintained by the
enterprises, the amount of capital retained by the Federal
home loan banks, and the minimum capital levels estab-
lished for such regulated entities pursuant to this sec-

tion.”.

(b) CRITICAL CAPITAL LEVELS.
(1) IN GENERAL.—Section 1363 of the Housing
and Community Development Act of 1992 (12
U.S.C. 4613) is amended—
(A) by striking “For” and inserting ‘““(a)
Enterprises.—For”’; and
(B) by adding at the end the following new

subsection:

“(b) FEDERAL HOME LOAN BANKS.
“(1) IN GENERAL.—For purposes of this sub-
title, the critical capital level for each Federal home
loan bank shall be such amount of capital as the Di-
rector shall, by regulation require.
“(2) CONSIDERATION OF OTHER CRITICAL CAP-

ITAL LEVELS.—In establishing the ecritical capital

level under paragraph (1) for the Federal home loan
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banks, the Director shall take due consideration of
the critical capital level established under subsection
(a) for the enterprises, with such modifications as
the Director determines to be appropriate to reflect
the difference in operations between the banks and

the enterprises.”.

(2) REGULATIONS.—Not later than the expira-
tion of the 180-day period beginning on the effective
date under section 184, the Director of the Federal
Housing Finance Agency shall issue regulations pur-
suant to section 1363(b) of the Housing and Com-
munity Development Act of 1992 (as added by para-

oraph (1) of this subsection) establishing the critical

capital level under such section.

SEC. 112. REVIEW OF AND AUTHORITY OVER ENTERPRISE

ASSETS AND LIABILITIES.

Subtitle B of title XIIIT of the Housing and Commu-

nity Development Act of 1992 (12 U.S.C. 4611 et seq.)

1s amended—

(1) by striking the subtitle designation and

heading and inserting the following:
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“Subtitle B—Required Capital Lev-
els for Regulated Entities, Spe-
cial Enforcement Powers, and

Reviews of Assets and Liabil-

ities”; and

(2) by adding at the end the following new see-
tion:
“SEC. 1369E. REVIEWS OF ENTERPRISE ASSETS AND LIABIL-
ITIES.

“(a) IN GENERAL.—The Director shall conduct, on
a periodic basis, a review of the on-balance sheet and off-
balance sheet assets and liabilities of each enterprise.

“(b) AUTHORITY TO REQUIRE DISPOSITION OR AC-
QUISITION.—Pursuant to such a review and notwith-
standing the capital classifications of the enterprises, the
Director may by order require an enterprise, under such
terms and conditions as the Director determines to be ap-
propriate, to dispose of or acquire any asset or liability,
if the Director determines that such action is consistent
with the safe and sound operation of the enterprise or with
the purposes of this Act or any of the authorizing stat-

utes.”.
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1 SEC. 113. CORPORATE GOVERNANCE OF ENTERPRISES.
2 The Housing and Community Development Act of
3 1992 is amended by inserting before section 1323 (12
4 U.S.C. 4543) the following new section:
5 “SEC. 1322A CORPORATE GOVERNANCE OF ENTERPRISES.
6 “(a) BOARD OF DIRECTORS.
7 “(1) MEMBERSHIP.—
8 “(A) IN GENERAL.—No person may serve
9 on the board of directors of an enterprise for
10 more than 10 years or past the age of 72,
11 whichever comes first; except that a member of
12 a board of directors may serve his or her full
13 term if he or she has served less than 10 years
14 or 18 72 years on the date of his or her election
15 or appointment to the board.
16 “(B) WAIVER.—Upon the written request
17 of an enterprise, the Director may waive, in the
18 Director’s sole discretion and for good cause,
19 the limits on the service of a board member
20 under subparagraph (A).
21 “(2) INDEPENDENCE.—A majority of seated
% 22 members of the board of directors of each enterprise
% 23 shall be independent board members, as defined
g 24 under rules set forth by the New York Stock Ex-
: 25 change, as such rules may be amended from time to
% 26 time.
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“(3) FREQUENCY OF MEETINGS.

To carry out
its oblications and duties under applicable laws,
rules, regulations, and guidelines, the board of direc-
tors of an enterprise shall meet at least eight times
a year and not less than once a calendar quarter.

“(4)  NON-MANAGEMENT BOARD MEMBER
MEETINGS.—The non-management directors of an
enterprise shall meet at regularly scheduled execu-
tive sessions without management participation.

“(5) QUORUM; PROIHIBITION ON PROXIES.—For
the transaction of business, a quorum of the board
of directors of an enterprise shall be at least a ma-
jority of the seated board of directors and a board
member may not vote by proxy.

“(6) INFORMATION.—The management of an
enterprise shall provide a board member of the en-
terprise with such adequate and appropriate infor-
mation that a reasonable board member would find
important to the fulfillment of his or her fiduciary
duties and obligations.

“(7) ANNUAL REVIEW.—At least annually, the
board of directors of each enterprise shall review,
with appropriate professional assistance, the require-
ments of laws, rules, regulations, and guidelines that

are applicable to its activities and duties.
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“(b) COMMITTEES OF BOARDS OF DIRECTORS.—

Any com-

%

“(1) FREQUENCY OF MEETINGS.
mittee of the board of directors of an enterprise
shall meet with sufficient frequency to carry out its
oblications and duties under applicable laws, rules,
regulations, and guidelines.

“(2) REQUIRED COMMITTEES.—Each enterprise
shall provide for the establishment, however styled,
of the following committees of the board of directors:

“(A) Audit committee.

“(B) Compensation committee.

“(C) Nominating/corporate  governance

committee.

Such committees shall be in compliance with the
charter, independence, composition, expertise, duties,
responsibilities, and other requirements set forth
under section 10A(m) of the Securities Exchange
Act of 1934 (15 U.S.C. 78j-1(m)), with respect to
the audit committee, and under rules issued by the
New York Stock Exchange, as such rules may be
amended from time to time.
“(¢) COMPENSATION.—

“(1) IN GENERAL.—The compensation of board
members, executive officers, and employees of an

enterprise—

(319771120)
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“(A) shall not be in excess of that which
18 reasonable and appropriate;

“(B) shall be commensurate with the du-
ties and responsibilities of such persons,

“(C) shall be consistent with the long-term
coals of the enterprise;

“(D) shall not focus solely on earnings per-
formance, but shall take into account risk man-
agement, operational stability and legal and
regulatory compliance as well; and

“(E) shall be undertaken in a manner that
complies with applicable laws, rules, and regula-
tions.

“(2) REIMBURSEMENT.—If an enterprise is re-
quired to prepare an accounting restatement due to
the material noncompliance of the enterprise, as a
result of misconduct, with any financial reporting re-
quirement under the securities laws, the chief execu-
tive officer and chief financial officer of the enter-
prise shall reimburse the enterprise as provided
under section 304 of the Sarbanes-Oxley Act of
2002 (15 U.S.C. 7243). This provision does not oth-
erwise limit the authority of the Agency to employ
remedies available to 1t under its enforcement au-

thorities.
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“(d) CopDE OF CONDUCT AND ETHICS.

“(1) IN GENERAL.—An enterprise shall estab-
lish and administer a written code of conduct and
ethics that is reasonably designed to assure the abil-
ity of board members, executive officers, and em-
ployees of the enterprise to discharge their duties
and responsibilities, on behalf of the enterprise, in
an objective and impartial manner, and that includes
standards required under section 406 of the Sar-
banes-Oxley Act of 2002 (15 U.S.C. 7264) and
other applicable laws, rules, and regulations.

“(2) REVIEW.—Not less than once every three
years, an enterprise shall review the adequacy of its
code of conduct and ethies for consistency with prac-
tices appropriate to the enterprise and make any ap-
propriate revisions to such code.

“(e) CONDUCT AND RESPONSIBILITIES OF BOARD OF

The board of directors of an enterprise shall

be responsible for directing the conduct and affairs of the
enterprise in furtherance of the safe and sound operation
of the enterprise and shall remain reasonably informed of
the condition, activities, and operations of the enterprise.
The responsibilities of the board of directors shall include
having in place adequate policies and procedures to assure

its oversight of, among other matters, the following:
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“(1) Corporate strategy, major plans of action,
risk policy, programs for legal and regulatory com-
pliance and corporate performance, including pru-
dent plans for growth and allocation of adequate re-
sources to manage operations risk.

“(2) Hiring and retention of qualified executive
officers and succession planning for such executive
officers.

“(3) Compensation programs of the enterprise.

“(4) Integrity of accounting and financial re-
porting systems of the enterprise, including inde-
pendent audits and systems of internal control.

“(5) Process and adequacy of reporting, disclo-
sures, and communications to shareholders, inves-
tors, and potential investors.

“(6) Extensions of credit to board members and
executive officers.

“(7) Responsiveness of executive officers in pro-
viding accurate and timely reports to Federal regu-
lators and in addressing the supervisory concerns of
Federal regulators in a timely and appropriate man-
ner.

“(f) PROHIBITION OF EXTENSIONS OF CREDIT.—An

enterprise may not directly or indirectly, including

through any subsidiary, extend or maintain credit, arrange
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for the extension of credit, or renew an extension of credit,
in the form of a personal loan to or for any board member
or executive officer of the enterprise, as provided by sec-
tion 13(k) of the Securities Exchange Act of 1934 (15
U.S.C. 78m(k)).

“(2) CERTIFICATION OF DISCLOSURES.—The chief
executive officer and the chief financial officer of an enter-
prise shall review each quarterly report and annual report
issued by the enterprise and such reports shall include cer-
tifications by such officers as required by section 302 of
the Sarbanes-Oxley Act of 2002 (15 U.S.C. 7241).

“(h) CHANGE OF AUDIT PARTNER.—An enterprise
may not accept audit services from an external auditing
firm if the lead or coordinating audit partner who has pri-
mary responsibility for the external audit of the enterprise,
or the external audit partner who has responsibility for
reviewing the external audit has performed audit services
for the enterprise in each of the five previous fiscal years.

“(1) COMPLIANCE PROGRAM.—

“(1) REQUIREMENT.—Kach enterprise shall es-
tablish and maintain a compliance program that is
reasonably designed to assure that the enterprise
complies with applicable laws, rules, regulations, and

mternal controls.
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“(2) COMPLIANCE OFFICER.—The compliance
program of an enterprise shall be headed by a com-
pliance officer, however styled, who reports directly
to the chief executive officer of the enterprise. The
compliance officer shall report regularly to the board
of directors or an appropriate committee of the
board of directors on compliance with and the ade-
quacy of current compliance policies and procedures
of the enterprise, and shall recommend any adjust-
ments to such policies and procedures that the com-
pliance officer considers necessary and appropriate.
“(j) RISK MANAGEMENT PROGRAM.—

“(1) REQUIREMENT.—Kach enterprise shall es-
tablish and maintain a risk management program
that 1s reasonably designed to manage the risks of
the operations of the enterprise.

“(2) RISK MANAGEMENT OFFICER.—The risk
management program of an enterprise shall be head-
ed by a risk management officer, however styled,
who reports directly to the chief executive officer of
the enterprise. The risk management officer shall re-
port regularly to the board of directors or an appro-
priate committee of the board of directors on compli-
ance with and the adequacy of current risk manage-

ment policies and procedures of the enterprise, and

(319771120)
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shall recommend any adjustments to such policies
and procedures that the risk management officer
considers necessary and appropriate.
“(k) COMPLIANCE WITH OTHER LAWS.—

“(1) DEREGISTERED OR UNREGISTERED COM-
MON STOCK.—If an enterprise deregisters or has not
registered its common stock with the Securities and
Exchange Commission under the Securities Ex-
change Act of 1934, the enterprise shall comply or
continue to comply with sections 10A(m) and 13(k)
of the Securities Exchange Act of 1934 (15 U.S.C.
78j-1(m), 78m(k)) and sections 302, 304, and 406
of the Sarbanes-Oxley Act of 2002 (15 U.S.C. 7241,
7243, 7264), subject to such requirements as pro-
vided by subsection (1) of this section.

“(2) REGISTERED COMMON STOCK.—An enter-
prise that has its common stock registered with the
Securities and Exchange Commission shall maintain
such registered status, unless it provides 60 days
prior written notice to the Director stating its intent
to deregister and its understanding that it will re-
main subject to the requirements of the sections of
the Securities Exchange Act of 1934 and the Sar-
banes-Oxley Act of 2002, subject to such require-

ments as provided by subsection (1) of this section.
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“(I) OTHER MATTERS.—The Director may from time
to time establish standards, by regulation, order, or guide-
line, regarding such other corporate governance matters
of the enterprises as the Director considers appropriate.

“(m) MODIFICATION OF STANDARDS.—In connection

with standards of Federal or State law (including the Re-
vised Model Corporation Act) or New York Stock Ex-
change rules that are made applicable to an enterprise by
section 1710.10 of the Director’s rules (12 C.F.R.
1710.10) and by subsections (a), (b), (2), (1), (j), and (k)
of this section, the Director, in the Director’s sole discre-
tion, may modify the standards contained in this section
or in part 1710 of the Director’s rules (12 U.S.C. Part
1710) in accordance with section 553 of title 5, United
States Code, and upon written notice to the enterprise.”.
SEC. 114. REQUIRED REGISTRATION UNDER SECURITIES
EXCHANGE ACT OF 1934.

The Housing and Community Development Act of
1992 is amended by adding after section 1322A, as added
by the preceding provisions of this Act, the following new
section:

“SEC. 1322B. REQUIRED REGISTRATION UNDER SECURI-
TIES EXCHANGE ACT OF 1934..
“(a) IN GENERAL.—Each regulated entity shall reg-

ister at least one class of the capital stock of such regu-
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I lated entity, and maintain such registration with the Secu-
2 rities and Exchange Commission, under the Securities Ex-
3 change Act of 1934.
4 “(b) ENTERPRISES.—Each enterprise shall comply
5 with sections 14 and 16 of the Securities Exchange Act
6 of 1934.”.
7 SEC. 115. CONFORMING AMENDMENTS.
8 (a) 1992 Act.—Part 1 of subtitle A of title XIII of
9 the Housing and Community Development Act of 1992
10 (12 U.S.C. 4511 et seq.), as amended by the preceding
I1 provisions of this Act, is further amended—
12 (1) by striking “an enterprise’” each place such
13 term appears in such part (except 1n sections
14 1313(a)(2)(A), 1313A(b)(2)(B) 1) (1), and
15 1316(b)(3)) and inserting “‘a regulated entity’’;
16 (2) by striking “the enterprise” each place such
17 term appears in such part (except in section
18 1316(b)(3)) and inserting “‘the regulated entity’’;
19 (3) by striking ‘“‘the enterprises’” each place
20 such term appears in such part (except in sections
_ 21 1312(e)(2), 1312(e)(2), and 1319B(a)(4)(D)) and
% 22 inserting “‘the regulated entities’;
é 23 (4) by striking “‘each enterprise’” each place
% 24 such term appears in such part and inserting ‘“‘each
% 25 regulated entity”’;
F:V9\052305\052305.502  (319771I20)
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(5) by striking “Office” each place such term
appears in such part (except in sections 1312(b)(5),
1315(b), and 1316(g), and section 1317(¢)) and in-
serting ““Agency”’;

(6) in section 1315 (12 U.S.C. 4515)—

(A) 1n subsection (a)—

(1) in the subsection heading, by strik-
ing “Office Personnel” and inserting “In
General”’; and

(i) by striking “The” and inserting
“Subject to titles IIT and IV of the Federal
Housing Finance Reform Act of 2005,
the”’;

(B) by striking subsections (d) and (f);
and
(C) by redesignating subsection (e) as sub-

section (d);

(7) in section 1316(c) (12 U.S.C. 4516(¢)), by
striking ““any enterprise” and inserting ‘“‘any regu-
lated entity’;

(8) in section 1319A (12 U.S.C. 4520)—

(A) by striking “(a) In General.—Each en-
terprise” and inserting ‘“Each regulated enti-
ty”’; and

(B) by striking subsection (b);

(319771120)
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(9) in section 1319B (12 U.S.C. 4521), by

striking “Committee on Banking, Finance and
Urban Affairs” each place such term appears and
inserting “‘Committee on Financial Services”; and

(10) in section 1319F (12 U.S.C. 4525), strik-
ing all that follows “United States Code” and insert-
ing ““, the Agency shall be considered an agency re-
sponsible for the regulation or supervision of finan-
cial institutions.”.

(b) AMENDMENTS TO FANNIE MAE CHARTER ACT.—

The Federal National Mortegage Association Charter Act
(12 U.S.C. 1716 et seq.) is amended—

(1) by striking “Director of the Office of Fed-
eral Housing Enterprise Oversight of the Depart-
ment of Housing and Urban Development” each
place such term appears, and inserting “‘Director of
the Federal Housing Finance Agency”, in—

(A)  section  303(¢)(2) (12  U.S.C.

1718(e)(2));

(B) section 309(d)(3)(B) (12 U.S.C.
1723a(d)(3)(B)); and
(C) section 309(k)(1); and

(2) in section 309—

(A) in subsections (d)(3)(A) and (n)(1), by

striking “Banking, Finance and Urban Affairs”

(319771120)
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| each place such term appears and inserting
2 “Financial Services”; and
3 (B) 1n subsection (m)—
4 (i) in paragraph (1), by striking “Sec-
5 retary’”’ the second place such term ap-
6 pears and inserting ‘‘Director’’; and
7 (1) in paragraph (2), by striking
8 “Secretary” the second place such term
9 appears and inserting “Director”; and
10 (i) by striking ““Secretary” each
11 other place such term appears and insert-
12 ing “Director of the Federal Housing Fi-
13 nance Agency’’; and
14 (C) in subsection (n), by striking ‘Sec-
15 retary’”’ each place such term appears and in-
16 serting “Director of the Federal Housing FKi-
17 nance Agency’’; and
18 (¢) AMENDMENTS TO FREDDIE MAC AcT.—The Fed-
19 eral Home Loan Mortgage Corporation Act is amended—
20 (1) by striking “Director of the Office of Fed-
_ 21 eral Housing Enterprise Oversight of the Depart-
% 22 ment of Housing and Urban Development” each
% 23 place such term appears, and inserting ‘‘Director of
% 24 the Federal Housing Finance Agency”, in—
F:V9\052305\052305.502  (319771I20)
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(A)  section 303(b)(2) (12 U.

R
o

1452(h)(2));

(B)  section 303(h)(2) (12 U.S.C.

1452(h)(2)); and

(C)  section 307(¢)(1) (12 U.S.C.

1456(e)(1));
(2) 1 sections 303(h)(1) and 307(f)(1) (12
U.S.C. 1452(h)(1), 1456(f)(1)), by striking “Bank-

ing, Finance and Urban Affairs” ecach place such

term appears and inserting ‘‘Financial Services”;

(3) in section 306(1) (12 U.S.C. 1455(1))—

(A) by striking “section 1316(c)” and in-

serting “‘section 306(c)”’; and

(B) by striking “section 106” and insert-

ing “section 1316”’; and

(4) in section 307 (12 U.S.C. 1456))—

(319771120)

(A) in subsection (e)—

(1) in paragraph (1), by striking ““Sec-
retary” the second place such term ap-
pears and inserting “Director”’; and

(i) in paragraph (2), by striking
“Secretary” the second place such term
appears and inserting ‘“‘Director”’; and

(i) by striking ‘“Secretary’” each

other place such term appears and insert-
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ing “Director of the Federal Housing Ki-
nance Agency’’; and
(B) in subsection (f), by striking ‘“Sec-
retary’”’ each place such term appears and in-
serting “‘Director of the Federal Housing Fi-
nance Agency’’.
Subtitle B—Improvement of
Mission Supervision
SEC. 121. TRANSFER OF PROGRAM AND ACTIVITIES AP-
PROVAL AND HOUSING GOAL OVERSIGHT.
Part 2 of subtitle A of title XIII of the Housing and

Community Development Act of 1992 (12 U.S.C. 4541 et

seq.) 1s amended—

(1) by striking the designation and heading for
the part and inserting the following:

“PART 2—PROGRAM AND ACTIVITIES APPROVAL
BY DIRECTOR, CORPORATE GOVERNANCE,
AND ESTABLISHMENT OF HOUSING GOALS”;
and

(2) by striking sections 1321 and 1322.
SEC. 122. REVIEW BY DIRECTOR OF NEW PROGRAMS AND
ACTIVITIES OF ENTERPRISES.
(a) IN GENERAL.—Part 2 of subtitle A of title XIII

of the Housing and Community Development Act of 1992
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1 is amended by inserting before section 1323 (12 U.S.C.
2 4543) the following new section:
3 “SEC. 1321. REVIEW AND APPROVAL BY DIRECTOR OF NEW
4 PROGRAMS AND BUSINESS ACTIVITIES OF
5 ENTERPRISES.
6 “(a) LIMITATION ON AUTHORITY TO UNDERTAKE
7 PROGRAMS AND ACTIVITIES.—An enterprise may not un-
8 dertake any new program, including a pilot program, or
9 any new business activity except in accordance with the
10 procedures set forth in this section and orders and regula-
11 tions issued under this section.
12 “(b) NEW PROGRAMS.—
13 “(1) PRIOR APPROVAL REQUIREMENT.—An en-
14 terprise may not commence any new program before
15 it has obtained the approval of the Director, pursu-
16 ant to this subsection, for the new program.
17 “(2) ArPLICATION.—The Director shall, by
18 order or regulation, require that an enterprise shall,
19 to obtain a determination by the Director regarding
20 approval of a new program by the enterprise, submit
_ 21 to the Director a written application for the new
% 22 program in a format as prescribed by the Director.
% 23 “(3) NorIicE.—Immediately upon receipt of a
% 24 complete application for a new program, the Direc-
% 25 tor shall cause to be published in the Federal Reg-
FAVO\052305\052305.502  (319771120)
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ister notice of the receipt of such application and of
the period for public comment pursuant to para-
eraph (4) regarding such new program, and a de-
seription of the new program proposed by the appli-
cation.

“(4) PuBLIC COMMENT PERIOD.—During the
30-day period beginning upon publication pursuant
to paragraph (3) of a notice regarding such an ap-
plication, the Director shall receive public comments
regarding the new program.

“(5) DETERMINATION.—Not less than 15 days
after the conclusion of the public comment period
pursuant to paragraph (4) regarding an application
but not more than 30 days after the conclusion of
such comment period, the Director shall approve,
conditionally approve, or reject such program, in
writing.

“(6) STANDARD FOR APPROVAL.—The Director
may approve, or conditionally approve, a new pro-
oram of an enterprise only if the Director deter-
mines, taking into consideration any relevant infor-
mation and comments received during the public
comment period, that such new program—

“(A) does not contravene and is not incon-

sistent with the purposes of this title, the Fed-

(319771120)
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eral National Morteage Association Charter
Act, or the Federal Home Lioan Mortgage Cor-
poration Act, as such purposes are determined
taking into consideration the definitions of the
terms ‘primary mortgage market’ and ‘sec-
ondary mortgage market’ pursuant to section
1303;

“(B) 1s not otherwise inconsistent with the
safety and soundness of the enterprise; and

“(C) is in the public interest.

“(¢) NEW BUSINESS ACTIVITIES.
“(1) AUTHORITY OF DIRECTOR TO PROHIBIT
NEW BUSINESS ACTIVITIES.—The Director shall
have authority to prohibit any new business activity
) I \ Al

by an enterprise if the Director determines, in writ-

ing, that such activity:
“(A) contravenes or is inconsistent with
the purposes of this title, the Federal National
Mortgage Association Charter Act, or the Fed-
eral Home Lioan Mortgage Corporation Act;
“(B) 1s otherwise inconsistent with the
safety and soundness of the enterprise; or
“(C) 1s not in the public interest.
“(2) NOTIFICATION OF NEW BUSINESS ACTIVI-

TIES.

An enterprise that undertakes any new busi-

(319771120)



FAPCC\GSE109\MGRAMDFC_001.XML H.L.C.

O o0 N N B W =

|\ IR O TR NG T NS R NS R N e e e T e T e e e T
A W N = O VWV o0 N O W BN WD = ©

F:\V9\052305\052305.502
May 23, 2005

70

ness activity shall provide written notice of the activ-

ity to the Director and may commence the new busi-

ness activity only in accordance with paragraph (4).

BLE

“(3) DIRECTOR DETERMINATION OF APPLICA-
PROCEDURE.—
“(A) TiMING.—Immediately upon receipt
of any notice under paragraph (2) regarding a
new business activity, the Director shall under-
take a determination under subparagraph (B)
of this paragraph regarding the new business
activity.
“(B) DETERMINATION AND TREATMENT
AS NEW PROGRAM.—If the Director determines
that any new business activity consists of, re-
lates to, or involves any new program—
“(i) the Director shall notify the en-
terprise of the determination;
“(i1) the new business activity de-
sceribed in the notice shall be considered a
new program for purposes of this section;
and
“(i11) the Director shall prohibit the
enterprise from carrying out the activity

except to the extent that approval for the

(319771120)
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activity is obtained pursuant to subsection
(b).

“(4) COMMENCEMENT.—An enterprise may

commence a new business activity
“(A) if the Director issues a written ap-
proval regarding such new business activity, im-
mediately upon such issuance or at such other
time as provided by the Director in such letter;
or
“(B) if, during the 30-day period begin-
ning upon receipt by the Director of notice pur-
suant to paragraph (2) regarding a new busi-
ness activity, the Director has not issued to the
enterprise a written approval or denial of the
new business activity, upon the expiration of
such 30-day period.

“(d) APPROVAL AND CONDITIONAL APPROVAL.—The

Director may at any time conditionally approve the under-
taking of a particular new program or new business activ-
ity by an enterprise and set forth the terms and conditions
that apply to the program or activity with which the enter-
prise shall comply if it undertakes the new program or
activity. Such approval may, in the diseretion of the Direc-
tor, be in the form of a written agreement between the

enterprise and the Director and shall be subject to such

(319771120)
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terms and conditions therein. Such a written agreement

or conditional approval shall be enforceable under subtitle

“(e) DETERMINATION AND TREATMENT OF ACTIVITY

AS NEW BUSINESS AcTIviTY.—If the Director determines

that any activity of an enterprise consists of, relates to,

“(1) the Director shall notify the enterprise of
the determination;

“(2) such activity shall be considered a new
business activity for purposes of this section; and

“(3) the Director shall prohibit the enterprise
from carrying out the activity except to the extent
that approval for the activity is obtained pursuant to

subsection (¢).

“(f) EFFECT ON OTHER AUTHORITIES.

“(1) EXAMINATIONS.—Nothing in this section
may be construed to limit, in any manner, any other
authority or right the Director may have under
other provisions of law to conduct an examination of
an enterprise.

“(2) REQUESTS FOR INFORMATION.—Nothing

in this section may be construed to limit the right

of the Director at any time to request additional in-

(319771120)
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formation from an enterprise concerning any busi-
ness activity.

“(3) NO IMPLIED RIGHT OF ACTION.—This sec-
tion shall not create any private right of action
against an enterprise or any director or executive of-
ficer of an enterprise, or impair any private right of
action under other applicable law.

“(4) NOo 1aMITATION.—Nothing in this section
may be construed to restrict the general supervisory
and regulatory authority of the Director over all pro-
orams, products, activities, or business operations of
any kind.

“(2) REPORT ON PROGRAMS AND BUSINESS ACTIVI-

TIES.—Not later than the expiration of the 180-day period

beginning on the effective date under section 184 of the
Federal Housing Finance Reform Act of 2005, each enter-
prise shall submit to the Director a report identifying and
describing each program and business activity of the en-
terprise engaged in or existing as of the submission of the
report.

“(h) REGULATIONS.—The Director shall by order or
regulation issue rules and procedures to implement this
section, including in the diseretion of the Director, such
definitions, interpretations, forms, and other guidances as

the Director considers appropriate.”.
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1 (b) DEFINITIONS.—Section 1303 of the Housing and
2 Community Development Act of 1992 (12 U.S.C. 4502),
3 as amended by section 2 of this Act, is further amended—
4 (1) by redesignating paragraphs (17) through
5 (23) as paragraphs (20) through (26), respectively;
6 (2) by inserting after paragraph (16) the fol-
7 lowing new paragraph:
8 “(19) NEW BUSINESS ACTIVITY.—The term
9 ‘new business activity’ means, with respect to an en-
10 terprise, a business activity that—
11 “(A) 1s materially changed or materially
12 different from any of the business activities
13 that the enterprise was engaging in on the ef-
14 fective date under section 184 of the Federal
15 Housing Finance Reform Act of 2005; and
16 “(B) the enterprise has not previously ob-
17 tained authorization, pursuant to the provisions
18 of section 1321(¢), to offer, undertake, trans-
19 act, conduct, or engage in.”;
20 (3) by redesignating paragraphs (15) and (16)
_ 21 as paragraphs (17) and (18), respectively;
% 22 (4) by inserting after paragraph (14) the fol-
é 23 lowing new paragraph:
% 24 “(16) MORTGAGE MARKETS.—The terms ‘pri-
% 25 mary mortgage market’ and ‘secondary morteage
F:V9\052305\052305.502  (319771I20)
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market’ shall have such meanings as the Director
shall, by regulation, prescribe consistent with the
Federal National Morteage Association Charter Act
and the Federal HHome Lioan Mortgage Corporation
Act. The Director shall issue such regulations not
later than the expiration of the 6-month period be-
einning on the effective date under section 184 of
the Federal Housing Finance Reform Act of 2005.7;

(5) by redesignating paragraphs (5) through
(14) as paragraphs (6) through (15), respectively;
and

(6) by inserting after paragraph (4) the fol-
lowing new paragraph:

“(5) BUSINESS ACTIVITY.—The term ‘business
activity’ means, with respect to an enterprise, any
offering, undertaking, transacting, conducting, or
engaging in any conduct, activity, or product by the
enterprise, as the Director shall provide.”.

(¢) CONFORMING AMENDMENTS.—

(1) FANNIE MAE.—Section 302(b)(6) of the
Federal National Mortgage Association Charter Act
(12 U.S.C. 1717(b)(6)) 1s amended—

(A) by striking “new program (as such
term is” and inserting ‘“‘new program or new

business activity (as such terms are’; and

(319771120)
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(B) by striking “before obtaining the ap-
proval of the Secretary under section 13227
and inserting “‘except in accordance with sec-
tion 13217,

(2) FREDDIE MAC.—Section 305(¢) of the Fed-
eral Home Loan Mortgage Corporation Act (12
U.S.C. 1454(¢)) is amended—

(A) by striking “new program (as such
term is” and inserting ‘“‘new program or new
business activity (as such terms are”; and

(B) by striking “before obtaining the ap-
proval of the Secretary under section 13227
and inserting ‘“‘except in accordance with sec-

tion 13217,

SEC. 123. CONFORMING LOAN LIMITS.

(a) FANNIE MAE.—

(1) GENERAL LIMIT.—Section 302(b)(2) of the
Federal National Mortgage Association Charter Act
(12 U.S.C. 1717(b)(2)) 1s amended by striking the
7th and 8th sentences and inserting the following
new sentences: “Such limitations shall not exceed
$359,650 for a mortgage secured by a single-family
residence, $460,400 for a mortgage secured by a 2-
family residence, $556,500 for a morteage secured

by a 3-family residence, and $691,600 for a mort-

(319771120)
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cage secured by a 4-family residence, except that
such maximum limitations shall be adjusted effective
January 1 of each year beginning after the effective
date under section 184 of the Federal Housing Ki-
nance Reform Act of 2005, subject to the limitations
in this paragraph. Each adjustment shall be made
by adding to or subtracting from each such amount
(as 1t may have been previously adjusted) a percent-
age thercof equal to the percentage increase or de-
crease, during the most recent 12-month or fourth-
quarter period ending before the time of determining
such annual adjustment, in the housing price index
maintained by the Director of the Federal Housing
Finance Agency (pursuant to section 1322 of the
Housing and Community Development Act of 1992
(12 U.S.C. 4541)).”.

(2) HIGIT-COST AREA LIMIT.—Section 302(b)(2)
of the Federal National Mortgage Association Char-
ter Act is (12 U.S.C. 1717(b)(2)) is amended by
adding after the period at the end the following:
“Such foregoing limitations shall also be increased
with respect to properties of a particular size located
in any area for which the median price for such size
residence exceeds the foregoing limitation for such

size residence, to the lesser of 150 percent of such

(319771120)
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foregoing limitation for such size residence or the
amount that is equal to the median price in such
area for such size residence, except that, subject to
the order, if any, issued by the Director of the Fed-
eral Housing Finance Agency pursuant to section
123(d)(3) of the Federal Housing Finance Reform
Act of 2005, such increase shall apply only with re-
spect to mortgages on which are based securities
issued and sold by the corporation.”

(b) FREDDIE MAC.—

(1) GENERAL LIMIT.— Section 305(a)(2) of the
Federal Home Lioan Mortgage Corporation Act (12
U.S.C. 1454(a)(2)) 1s amended by striking the 6th
and Tth sentences and inserting the following new
sentences:  “Such limitations shall not exceed
$359,650 for a mortgage secured by a single-family
residence, $460,400 for a mortgage secured by a 2-
family residence, $556,500 for a morteage secured
by a 3-family residence, and $691,600 for a mort-
cage secured by a 4-family residence, except that
such maximum limitations shall be adjusted effective
January 1 of each year beginning after the effective
date under section 184 of the Federal Housing Ki-
nance Reform Act of 2005, subject to the limitations

in this paragraph. Each adjustment shall be made

(319771120)
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by adding to or subtracting from each such amount
(as it may have been previously adjusted) a percent-
age thereof equal to the percentage increase or de-
crease, during the most recent 12-month or fourth-
quarter period ending before the time of determining
such annual adjustment, in the housing price index
maintained by the Director of the Federal Housing
Finance Agency (pursuant to section 1322 of the
Housing and Community Development Act of 1992
(12 U.S.C. 4541)).”.

(2) HIGIT-COST AREA LIMIT.—Section 305(a)(2)
of the Federal Home Loan Mortgage Corporation
Act 18 amended by adding after the period at the
end the following: Such foregoing limitations shall
also be mcreased with respect to properties of a par-
ticular size located in any area for which the median
price for such size residence exceeds the foregoing
limitation for such size residence, to the lesser of
150 percent of such foregoing limitation for such
size residence or the amount that is equal to the me-
dian price in such area for such size residence, ex-
cept that, subject to the order, if any, issued by the
Director of the Federal Housing Finance Agency
pursuant to section 123(d)(3) of the Federal Hous-

ing Finance Reform Act of 2005, such increase shall

(319771120)



FAPCC\GSE109\MGRAMDFC_001.XML H.L.C.

O o0 N N W B W =

[\© TN NG T NG T NG N NG R NG B S e e T e e T e T e e T
[ B N O N N = = N R - BN B o) W ) U ~S O I NO S e

80

apply only with respect to mortgages on which are

based securities issued and sold by the Corporation.

(¢) HoUSING PRICE INDEX.—Subpart A of part 2 of
subtitle A of title XIIT of the Housing and Community
Development Act of 1992 (as amended by the preceding
provisions of this Act) is amended by inserting after sec-
tion 1321 (as added by section 122 of this Act) the fol-
lowing new section:

“SEC. 1322. HOUSING PRICE INDEX.

“(a) IN GENERAL.—The Director shall establish and
maintain a method of assessing the national average 1-
family house price for use for adjusting the conforming
loan limitations of the enterprises. In establishing such
method, the Director shall take into consideration the
monthly survey of all major lenders conducted by the Fed-
eral Housing Finance Agency to determine the national
average 1-family house price, the House Price Index main-
tained by the Office of Federal Housing Enterprise Over-
sight of the Department of Housing and Urban Develop-
ment before the effective date under section 184 of the
Federal Housing Finance Reform Act of 2005, any appro-
priate house price indexes of the Bureau of the Census
of the Department of Commerce, and any other indexes
or measures that the Director considers appropriate.

“(b) GAO AupIT.—
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“(1) IN GENERAL.—At such times as are re-
quired under paragraph (2), the Comptroller Gen-
eral of the United States shall conduct an audit of
the methodology established by the Director under
subsection (a) to determine whether the methodology
established 1s an accurate and appropriate means of
measuring changes to the national average 1-family
house price.

“(2) TiMING.—An audit referred to in para-
oeraph (1) shall be conducted and completed not later
than the expiration of the 180-day period that be-
oins upon each of the following dates:

“(A) EsTABLISHMENT.—The date upon
which such methodology is initially established
under subsection (a) in final form by the Direc-
tor.

“(B) MODIFICATION OR AMENDMENT.—
Kach date upon which any modification or
amendment to such methodology is adopted in
final form by the Director.

“(3) REPORT.—Within 30 days of the comple-
tion of any audit conducted under this subsection,
the Comptroller General shall submit a report detail-
ing the results and conclusions of the audit to the

Director, the Committee on Financial Services of the

(319771120)
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House of Representatives, and the Committee on
Banking, Housing, and Urban Affairs of the Sen-
)

ate.”.

(d) CONDITIONS ON CONFORMING LLOAN LIMIT FOR

(1) Stupy.—The Director of the KFederal
Housing Finance Agency shall conduct a study
under this subsection during the six-month period
beginning on the effective date under section 184 of
this Act.

(2) IssUES.—The study under this subsection

shall determine—

(A) the effect that restricting the con-
forming loan limits for high-cost areas only to
mortgages on which are based securities issued
and sold by the Federal National Mortgage As-
sociation and the Federal Home Lioan Mortgage
Corporation (as provided in the last sentence of
section 302(b)(2) of the Federal National Mort-
cage Association Charter Act and the last sen-
tence of section 305(a)(2) of the Federal Home
Loan Mortgage Corporation Act, pursuant to
the amendments made by subsections (a)(2)

and (b)(2) of this section) would have on the
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cost to borrowers for mortgages on housing in
such high-cost areas;

(B) the effects that such restrictions would
have on the availability of mortgages for hous-
ing in such high-cost areas; and

(C) the extent to which the Federal Na-
tional Mortgage Association and the Kederal
Home Loan Mortgage Corporation will be able
to issue and sell securities based on mortgages
for housing located in such high-cost areas.

(3) DETERMINATION.—

(A) IN GENERAL.—Not later than the ex-
piration of the six-month period specified in
paragraph (1), the Director of the Federal
Housing Finance Agency shall make a deter-
mination, based on the results of the study
under this subsection, of whether the restriction
of conforming loan limits for high-cost areas
only to mortgages on which are based securities
issued and sold by the Federal National Mort-
cage Association and the Federal Home Loan
Mortgage Corporation (as provided in the
amendments made by subsections (a)(2) and

(b)(2) of this section) will result in an increase

(319771120)
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in the cost to borrowers for mortgages on hous-
ing in such high-cost areas.

(B) ORDER.— If such determination is
that costs to borrowers on housing in such
high-cost areas will be increased by such re-
strictions, the Director may issue an order ter-
minating such restrictions, in whole or in part.
(4) PuBLICATION.— Not later than the expira-

tion of the six-month period specified in paragraph
(1), the Director of the Federal Housing Finance
Agency shall cause to be published in the Federal
Register—

(A) a report that—

(1) deseribes the study under this sub-
section; and

(11) sets forth the conclusions of the
study regarding the issues to be deter-
mined under paragraph (2); and

(B) notice of the determination of the Di-
rector under paragraph (3); and

(C) the order of the Director under para-
oraph (3).

(5) DEFINITION.—For purposes of this sub-
section, the term ‘“‘conforming loan limits for high-

cost areas” means the dollar amount limitations ap-

(319771120)



FAPCC\GSE109\MGRAMDFC_001.XML H.L.C.

O o0 N N D B W =

[\© TN O N N T NG N NG I NG B S e e T e e T e T e e T
b A W D= OO NN N N R, WD = O

85

plicable under the section 302(b)(2) of the Federal

National Mortgage Association Charter Act and sec-

tion 305(a)(2) of the Federal Home Loan Morteage

Corporation Act (as amended by subsections (a) and

(b) of this section) for areas described in the last

sentence of such sections (as so amended).

SEC. 124. ANNUAL HOUSING REPORT REGARDING REGU-
LATED ENTITIES.

The Housing and Community Development Act of
1992 is amended by striking section 1324 (12 U.S.C.
4544) and inserting the following new section:

“SEC. 1324. ANNUAL HOUSING REPORT REGARDING REGU-
LATED ENTITIES.

“(a) IN GENERAL.—After reviewing and analyzing
the reports submitted under section 309(n) of the Federal
National Mortgage Association Charter Act, section
307(f) of the Federal Home Lioan Mortgage Corporation
Act, and section 10(j)(12) of the Federal Home Loan
Bank Act (12 U.S.C. 1430(3)(12)), the Director shall sub-
mit a report, not later than October 30 of each year, to
the Committee on Financial Services of the House of Rep-
resentatives and the Committee on Banking, Housing, and
Urban Affairs of the Senate, on the activities of each regu-
lated entity.

“(b) CONTENTS.—The report shall—
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“(1) discuss the extent to which—

“(A) each enterprise is achieving the an-
nual housing goals established under subpart B
of this part;

“(B) each enterprise is complying with sec-
tion 1337;

“(C) each Federal home loan bank com-
plying with section 10(j) of the Federal Home
Loan Bank Act; and

“(D) each regulated entity is achieving the
purposes of the regulated entity established by
laws;

“(2) ageregate and analyze relevant data on in-
come to assess the compliance of each enterprise
with the housing goals established under subpart B;

“(3) aggregate and analyze data on income,
race, and gender by census tract and other relevant
classifications, and compare such data with larger
demographic, housing, and economic trends;

“(4) examine actions that—

“(A) each enterprise has undertaken or
could undertake to promote and expand the an-
nual goals established under subpart B and the
purposes of the enterprise established by law;

and

(319771120)
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“(B) each Federal home loan bank has
taken or could undertake to promote and ex-
pand the community investment program and
affordable housing program of the bank estab-
lished under section subsections (i) and (j) of
section 10 of the Kederal Home Loan Bank
Act;

“(5) examine the primary and secondary multi-
family housing mortgage markets and describe—

“(A) the availability and liquidity of mort-
cage credit;

“(B) the status of efforts to provide stand-
ard credit terms and underwriting guidelines
for multifamily housing and to securitize such
mortegage products; and

“(C) any factors inhibiting such standard-
ization and securitization;

“(6) examine actions each regulated entity has
undertaken and could undertake to promote and ex-
pand opportunities for first-time homebuyers;

“(7) describe any actions taken under section
1325(5) with respect to originators found to violate
fair lending procedures; and

“(8) discuss and analyze existing conditions and

trends, including conditions and trends relating to
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pricing, in the housing markets and mortgage mar-
kets.
“(¢) DATA COLLECTION AND REPORTING.—

“(1) IN GENERAL.—To assist the Director in
analyzing the matters described in subsection (b)
and establishing the methodology deseribed in sec-
tion 1322, the Director shall conduct, on a monthly
basis, a survey of mortgage markets in accordance
with this subsection.

“(2) DaTA pOoINTS.—Each monthly survey con-
ducted by the Director under paragraph (1) shall
collect data on—

“(A) the characteristics of individual mort-
cages that are eligible for purchase by the en-
terprises and the characteristics of individual
mortgages that are not eligible for purchase by
the enterprises including, in both cases, infor-
mation concerning—

“(1) the price of the house that se-
cures the mortgage;

“(11) the loan-to-value ratio of the
mortgage, which shall reflect any see-
ondary liens on the relevant property;

“(ii1) the terms of the mortgage;

(319771120)



FAPCC\GSE109\MGRAMDFC_001.XML H.L.C.

F:\V9\052305\052305.502

May 23, 2005

O o0 N N Bk W =

e T e S e e S e S O
o N O W»n kA W NN = O

19
20

89
“(iv) the ecreditworthiness of the bor-
rower or borrowers; and
“(v) whether the mortgage, in the
case of a conforming mortgage, was pur-
chased by an enterprise; and
“(B) such other matters as the Director
determines to be appropriate.

“(3) PuBLIC AVAILABILITY.—The Director
shall make any data collected by the Director in con-
nection with the conduct of a monthly survey avail-
able to the public in a timely manner, provided that
the Director may modify the data released to the
public to ensure that the data is not released in an
identifiable form.

“(4) DEFINITION.—For purposes of this sub-
section, the term ‘identifiable form’ means any rep-
resentation of information that permits the identity
of a borrower to which the information relates to be
reasonably inferred by either direct or indirect

means.’”’.

21 SECTION 125. REVISION OF HOUSING GOALS.

22

(a) HOUSING GOALS.—The Housing and Community

23 Development Act of 1992 is amended by striking sections

24 1331 through 1334 (12 U.S.C. 4561-4) and inserting the

25 following new sections:

(319771120)
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“SEC. 1331. ESTABLISHMENT OF HOUSING GOALS.

“(a) IN GENERAL.—The Director shall establish, ef-
fective for the first year that begins after the effective date
under section 184 of the Federal Housing Finance Reform
Act of 2005 and each year thereafter, annual housing
coals, with respect to the mortgage purchases by the en-

terprises, as follows:

“(1) SINGLE FAMILY HOUSING GOALS.—Three
single-family housing goals under section 1332.
“(2)  MULTIFAMILY SPECIAL AFFORDABLE

HOUSING GOALS.—A multifamily special affordable

housing goal under section 1333.

“(b) TiMING.—The Director shall establish an annual
deadline by which the Director shall establish the annual
housing goals under this subpart for each year, taking into
consideration the need for the enterprises to reasonably
and sufficiently plan their operations and activities in ad-
vance, Including operations and activities necessary to
meet such annual goals.

“SEC. 1332. SINGLE-FAMILY HOUSING GOALS.

“(a) IN GENERAL.—The Director shall establish an
annual goal for the purchase by each enterprise of conven-
tional, conforming, single-family, owner-occupied, pur-
chase money mortgages financing housing for each of the
following categories of families:

“(1) Low-income families.
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“(2) Families that reside in low-income areas.
“(3) Very low-income families.

“(b) DETERMINATION OF COMPLIANCE.—The Direc-

tor shall determine, for each year that the housing goal
under this section is in effect pursuant to section 1331(a),
whether each enterprise has complied with the single-fam-
ily housing goal established under this section for such
year. An enterprise shall be considered to be in compliance

with such a goal for a year only if—

“(1) for each of the types of families described
in subsection (a), the percentage of the number of
conventional, conforming, single-family, owner-occu-
pied, purchase money mortgages purchased by each
enterprise in such year that serve such families,
meets or exceeds

“(2) the target for the year for such type of
family that is established under subsection (c¢).

“(¢) ANNUAL TARGETS.—

“(1) IN GENERAL.—Except as provided in para-
oraph (2), for each of the types of families desecribed
in subsection (a), the target under this subsection
for a year shall be the average percentage, for the
three years that most recently precede such year and
for which information under the Home Morteage

Disclosure Act of 1975 is publicly available, of the

(319771120)
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number of conventional, conforming, single-family,
owner-occupied, purchase money mortgages origi-
nated in such year that serves such type of family,
as determined by the Director using the information
obtained and determined pursuant to paragraphs (3)
and (4).
“(2) AUTHORITY TO INCREASE TARGETS.—
“(A) IN GENERAL.—The Director may, for
any year, establish by regulation, for any or all
of the types of families described in subsection
(a), percentage targets that are higher than the
percentages for such year determined pursuant
to paragraph (1), to reflect expected changes in
market performance related to such information
under the Home Morteage Disclosure Act of

1975.

“(B) FACTORS.—In establishing any tar-
gets pursuant to subparagraph (A), the Direc-
tor shall consider the following factors:
“(1) National housing needs.
“(i1) Economie, housing, and demo-
eraphic conditions.

“(@i11) The performance and effort of

the enterprises toward achieving the hous-
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ing goals under this section in previous
years.

“(iv) The size of the conventional
mortgage market serving each of the types
of families described in subsection (a) rel-
ative to the size of the overall conventional
mortgage market.

“(v) The need to maintain the sound
financial condition of the enterprises.

“(3) HMDA 1INFORMATION.—The Director
shall annually obtain information submitted in com-
pliance with the Home Mortgage Disclosure Act of
1975 regarding conventional, conforming, single-
family, owner-occupied, purchase money mortgages

originated and purchased for the previous year.

“(4) CONFORMING MORTGAGES.—In  deter-
mining whether a mortgage is a conforming mort-
cage for purposes of this paragraph, the Director
shall consider the original principal balance of the
mortgage loan to be the principal balance as re-
ported in the information referred to in paragraph

(3), as rounded to the nearest thousand dollars.

“(d) NOTICE OF DETERMINATION AND ENTERPRISE

24 COMMENT.—

(319771120)
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“(1) Nortce.—Within 30 days of making a de-
termination under subsection (b) regarding a compli-
ance of an enterprise for a year with the housing
coal established under this section and before any
public disclosure thereof, the Director shall provide
notice of the determination to the enterprise, which
shall include an analysis and comparison, by the Di-
rector, of the performance of the enterprise for the
yvear and the targets for the year under subsection
(c).

“(2) COMMENT PERIOD.—The Director shall
provide each enterprise an opportunity to comment
on the determination during the 30-day period be-
einning upon receipt by the enterprise of the notice.

“(e) USE OF BORROWER INCOME.—In monitoring

the performance of each enterprise pursuant to the hous-
ing goals under this section and evaluating such perform-
ance (for purposes of section 1336), the Director shall
consider a mortgagor’s income to be such income at the
time of origination of the mortgage.

“SEC. 1333. MULTIFAMILY SPECIAL AFFORDABLE GOAL.

“(a) KSTABLISHMENT.—
“(1) IN GENERAL.—The Director shall estab-

lish, by regulation, an annual goal for the purchase

(319771120)
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by each enterprise of each of the following types of
mortgages on multifamily housing:

“(A) Mortgages that finance dwelling units
for very low-income families.

“(B) Mortegages that finance dwelling units
assisted by the low-income housing tax credit
under section 42 of the Internal Revenue Code
of 1986.

“(2) ADDITIONAL REQUIREMENTS FOR SMALL-

ER PROJECTS.—The Director shall establish, within
the goal under this section, additional requirements
for the purchase by each enterprise of mortgages de-
scribed in paragraph (1) for multifamily housing
projects of a smaller or limited size, which may be
based on the number of dwelling units in the project
or the amount of the mortgage, or both, and shall
include multifamily housing projects of such smaller
sizes as are typical among such projects that serve
rural areas.

“(3) FACTORS.

In establishing the goal under
this section relating to mortgages on multifamily

housing for an enterprise, the Director shall

consider
“(A) national multifamily morteage credit

needs;

(319771120)
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1 “(B) the performance and effort of the en-
2 terprise in making mortgage credit available for
3 multifamily housing in previous years;
4 “(C) the size of the multifamily mortgage
5 market;
6 “(D) the ability of the enterprise to lead
7 the industry in making mortgage credit avail-
8 able, especially for underserved markets, such
9 as for small multifamily projects of 5 to 50
10 units, multifamily properties in need of rehabili-
11 tation, and multifamily properties located in
12 rural areas; and
13 “(E) the need to maintain the sound finan-
14 cial condition of the enterprise.
15 “(b) UN1TS FINANCED BY HOUSING FINANCE AGEN-
16 ¢y BoNDS.—The Director shall give full credit toward the
17 achievement of the multifamily special affordable housing
18 goal under this section (for purposes of section 1336) to
19 dwelling units in multifamily housing that otherwise quali-
20 fies under such goal and that is financed by tax-exempt
_ 21 or taxable bonds issued by a State or local housing finance
% 22 agency, but only if—
% 23 “(1) such bonds are secured by a guarantee of
% 24 the enterprise; or
F:\V9\052305\052305.502  (319771120)
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“(2) are not investment grade and are pur-
chased by the enterprise.

“(¢) USE oF TENANT INCOME OR RENT.—The Di-
rector shall monitor the performance of each enterprise
in meeting the goals established under this section and
shall evaluate such performance (for purposes of section
1336) based on—

“(1) the income of the prospective or actual
tenants of the property, where such data are avail-
able; or

“(2) where the data referred to in paragraph
(1) are not available, rent levels affordable to low-
income and very low-income families.

A rent level shall be considered to be affordable for pur-
poses of this subsection for an income category referred
to in this subsection if it does not exceed 30 percent of
the maximum income level of such income category, with
appropriate adjustments for unit size as measured by the
number of bedrooms.

“(d) DETERMINATION OF COMPLIANCE.—The Direc-
tor shall, for each year that the housing goal under this
section 1s 1n effect pursuant to section 1331(a), determine
whether each enterprise has complied with such goal and

the additional requirements under subsection (a)(2)..
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“SEC. 1334. DISCRETIONARY ADJUSTMENT OF HOUSING

GOALS.

“(a) AUTHORITY.—An enterprise may petition the
Director in writing at any time during a year to reduce
the level of any goal for such year established pursuant
to this subpart.

“(b) STANDARD FOR REDUCTION.—The Director
may reduce the level for a goal pursuant to such a petition
only if—

“(1) market and economic¢ conditions or the fi-
nancial condition of the enterprise require such ac-
tion; or

“(2) efforts to meet the goal would result in the
constraint of liquidity, over-investment in certain
market segments, or other consequences contrary to
the intent of this subpart, or section 301(3) of the
Federal National Mortgage Association Charter Act
(12 U.S.C. 1716(3)) or section 301(3) of the Fed-
eral Home Loan Mortgage Corporation Act (12
U.S.C. 1451 note), as applicable.

“(¢) DETERMINATION.—The Director shall make a
determination regarding any proposed reduction within 30
days of receipt of the petition regarding the reduction. The
Director may extend such period for a single additional
15-day period, but only if the Director requests additional

information from the enterprise. A denial by the Director

F:\V9\052305\052305.502 (319771120)

May 23, 2005



FAPCC\GSE109\MGRAMDFC_001.XML H.L.C.

99
I to reduce the level of any goal under this section may be
2 appealed to the United States District Court for the Dis-
3 trict of Columbia or the United States district court in
4 the jurisdiction in which the headquarters of an enterprise
5 islocated.”.
6 (b) CONFORMING AMENDMENTS.—The Housing and
7 Community Development Act of 1992 is amended
8 (1) m section 1335(a) (12 U.S.C. 4565(a)), in
9 the matter preceding paragraph (1), by striking
10 “low- and moderate-income housing goal” and all
11 that follows through “‘section 1334”7 and inserting
12 “housing goals established under this subpart’;
13 (2) in section 1336 (12 U.S.C. 4566)—
14 (A) in section (a)(1), by striking “‘sections
15 1332, 1333, and 1334,” and inserting ‘‘this
16 subpart”; and
17 (B) in subsection (b)(1), by striking “sec-
18 tion 1332, 1333, or 1334,” and inserting ‘‘this
19 subpart’’;
20 (¢) DEFINITIONS.—Section 1303 of the Housing and

21 Community Development Act of 1992 (12 U.S.C. 4502),
22 as amended by the preceding provisions of this Act, is fur-

23 ther amended—
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(1) in paragraph (25), by striking “60 percent”
each place such term appears and inserting “50 per-
cent’’;

(2) by redesignating paragraphs (23) through
(26) as paragraphs (27) through (30), respectively;

(3) by inserting after paragraph (22) the fol-
lowing new paragraph:

“(26) RURAL AREAS.—The term ‘rural areas’

means any areas that are non-metropolitan areas (as
such term is defined by the Director of the Office of
Management and Budget), including micropolitan
areas.”.

(4) by redesignating paragraphs (14) through
(22) as paragraphs (17) through (25), respectively;
and

(5) by inserting after paragraph (13) the fol-
lowing new paragraph:

“(16) LOW-INCOME AREA.—The term ‘low in-
come area’ means a census tract or block numbering
arca in which the median income does not exceed 80
percent of the median income for the area in which
such census tract or block numbering area is lo-
cated.”’;

(6) by redesignating paragraphs (12) and (13)

as paragraphs (14) and (15), respectively;

(319771120)
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(7) by inserting after paragraph (11) the fol-
lowing new paragraph:

“(13) EXTREMELY LOW-INCOME.—The term
‘extremely low-income’ means—

“(A) in the case of owner-occupied units,
mncome not i excess of 30 percent of the area
median income; and

“(B) in the case of rental units, income
not in excess of 30 percent of the area median
income, with adjustments for smaller and larger
families, as determined by the Secretary.”’;

(8) by redesignating paragraphs (8) through
(11) as paragraphs (9) through (12), respectively;
and

(9) by inserting after paragraph (7) the fol-
lowing new paragraph:

“(8) CONFORMING MORTGAGE.—The term ‘con-
forming mortgage’ means, with respect to an enter-
prise, a conventional mortgage having an original
principal obligation that does not exceed the dollar

limitation, in effect at the time of such origination,

under, as applicable
“(A) section 302(b)(2) of the Federal Na-

tional Mortgage Association Charter Act; or

(319771120)



FAPCC\GSE109\MGRAMDFC_001.XML H.L.C.

O o0 N N B W =

[\ I \© R \O I O N N e e e e e T e T e e
W = O O 0N N R WD = O

F:\V9\052305\052305.502
May 23, 2005

amended

102
“(B) section 305(a)(2) of the Federal

Home Lioan Mortgage Corporation Act.”.

SEC. 126. DUTY TO SERVE UNDERSERVED MARKETS.
(a) ESTABLISHMENT AND KEVALUATION OF PER-
FORMANCE.—Section 1335 of the Housing and Commu-

nity Development Act of 1992 (12 U.S.C. 4565) is

(1) in the section heading, by inserting “DUTY

TO SERVE UNDERSERVED MARKETS AND” be-

fore “OTHER"’;

(2) by striking subsection (b);
(3) 1 subsection (a)—

(A) in the matter preceding paragraph (1),
by inserting “and to carry out the duty under
subsection (a) of this section,” before *“, each
enterprise shall”’;

(B)